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w ortd News 


Peres asked 
to form a 
new Israeli 
government 

leader Shimon 

^a i aa r 

fgpnral to toy to form a gov- 
**?£«* to replace the foiled 


finehca In Romania 


fan town of Tfrgu Mures. A 


Later, thousands of 
demonstrated in 


Frenrii return. Page 2 

U Pong demand 

Chinese Premier Li Peng called 
r for a crackdown on political 
dissent in a hardline speech 
demonstrating the Communist 
Party's resolve not to follow 
eastern Europe and yield 
power. Page 18 

Carter PtO boost 

Former TJS president Jimm y 
Carter said the PLO had a 
major role to play in the search 
far Middle East peace. 

Mar c o s trial begins 

Imelda Marcos, widow of the 
former Philippines’ president, 
went on trial in New York for . 
fiend and conspiracy, while 
claiming that she should be 
tried in her own country. 

Vietnamese go home 

More Vietnamese boat people 
flew home from Hong Kong 
voluntarily as signs emerged 
that significantly fewer may 
land in the colony this year 
than In 1389 when over 34,000 
arrived. 


Cautious budget aims to promote ‘culture of thrift’ but revises 
inflation forecast upwards and sees economic growth slowing 

• UK Introduces 
range of Incentives for 
private savings 

• Conditions for full 
EMS entry un- 
changed, commitment 
to strong pound 
affirmed, interest 
rates to stay high 

• Inflation forecast 
to rise, then fall below 
5 per cent in 1991, 
economic growth put 
at 1 per cent in 1990 

• Tax on securities 
abolished when trad- 
ing becomes “paper- 
less” 

• Spur for banks to 
cut debts of problem 
sovereign borrowers 

• More reports and 
analysis on Pages 10, 
11, 16, 18, 25, 31, 38 

Chancellor of the Exchequer 
John Major delivers his budget 
speech flanked by Prime Min- 
ister Thatcher and Health Min- 
ister Kenneth Clarke 

UK seeks to spur savers, 
maintains economic policy 



Yen slide continues as 
Tokyo raises key rate 


By Peter Norman, Economics Correspondent, in London 


Business Summary 


VENEZUELA announced an 
agreement with leading com- 
mercial bank creditors to 
reduce its $30Sbn bank debt 
bu rden. Pag e 6 

US THRIFTS; Total cost of res- 
cuing the US savings and loan 
business may be $162bn more 
than the $S0bn approved by 
Congress last year. Page 6 
STATOIL, Norway’s state oil 
company, said it was seeking 
to expand abroad through for- 
eign partnerships or possible 
takeovers. Page 81 
US trade deficit in January 
increased by a fifth to $9^bn 
because of record oil imports. 
MARKS and Spencer, UK store 
group, announced a £3L50 ($50) 
a week pay rise for sales staff 
i n a th ree-year deaL Page 10 
LIBYA suspended payments 
to West German companies 
and blocked West German 

imports, apparently in retalia- 
tion for information leaks 
about the Babta chemical 
plant 

BANCO di Roma, smallest of 
the three commercial banks 
controlled by Italy’s HU state 
holding group, announced net 
profits more than doubted last 
: to LlOSbn ($82J5m) from 


SOCIETE GENERALE de Bel- 
gique, Belgium’s biggest Indus* 
trial mid commercial holding 
company, confirmed it sold 
its 2-4 per cent stake in Club 
ModitertaxuSe as wdl as a 6 

per cent participation in the 

French construction group 

Bouygnes. Page 21 

AMSTRAD of the UK is to 
launch two laptop computers. 


THE BRITISH Government 
yesterday announced a series 
of incentives for small savers 
but, in the first annual budget 
from Mr John Major, the Chan- 
cellor of the Exchequer, left 
the general thrust of fiscal and 
monetary policy unchanged. 

His speech was delivered to 
Parliament against a back- 
ground of deep concern about 
Britain’s economic perfor- 
mance in financial markets 
and a by-election tomorrow 
expected to result in a resound- 
ing defeat for the Conservative 
candidate. 

It was received badly by 
economists and most financial 
markets bat gained support 
from the Conservative mem- 
bers erf Parliament as Mr Major 
outlined his plans. 

Mr Major stressed that tack- 
ling inflation “was the most 
urgent problem before us 
today.” But he held back from 
any major increase in taxation 
and announced no substantial 
change in the way that mone- 
tary policy was conducted. 

The Government’s economic 
forecasts accompanying the 
budget showed that it expected 
economic growth this year 
would be slightly lower and 
inflation markedly hi gher than 
predicted in its Autumn State- 
ment last November. 

It was in the details of the 
budget that Mr Major sprang 
his surprises. 

In a move that will benefit 
the City of London, he decided 
to abolish stamp duty on share 
transactions around the end of 
1991, when the Stock Exchange 
introduces a “paperless” trad- 
ing and settlement system. 

Among several measures to 
promote what be called a “cut 


FINANCIAL markets reacted with almost uniform 
disappointment to the budget, which came under fire for 
failing to support sterling and tackle inflation. Disappoint- 
ment in the markets was keenest over the lack of explicit 
commitment to joining the exchange rate mechanism of the 
EMS. 

Starling fell a pfennig against the D-Mark and almost a 
cent against the dollar. Dealers said sterling could tell below 
DM 2.70 and test $1.60 before the end of the week. 

However, shares rose encouraged by the move to abolish 
stamp duty on securities and the boost given to wider share 
ownership. The FT-SE loo share index rose 21.7 to close at 
2259.7. But Goverment bond prices fell by up to 1*2 points. 


tore of thrift," he announced: 

• the establishment of new 
tax-exempt special savings 
accounts (TESSAs) for small 
savers. From January next 
year, every adult will be 
allowed to open one such 
account and benefit from tax- 
free interest earnings on depos- 
its of up to £9,000 ($14^80) over 
five years; 

• the abolition from April 
1991 of composite rate tax. This 
tax, currently 22 per cent, is 
paid on bank and building soci- 
ety deposits. Same 14m people 
are due to pay this tax hut Mr 
Major said they had savings 
which did not merit taxation; 

• the increase by 25 per cent 
to £6,000 In the maximum 
amount that an individual can 
invest each year i n a Personal 
Equity Plan (PEP). 

In terms of managing the 
economy, however, the budget 
offered little new. Contrary to 
the hopes of many in financial 
markets, it offered no clear 
insight as to when Britain will 
become a full member of the 
European Monetary System. 

Mr Major repeated that the 
Britain’s commitment to enter 
the EMS exchange rate mecha- 
nism remained firm under the 
conditions set at the Madrid 


summit of European Commu- 
nity leaders last summer. 

On monetary policy, he 
relaxed slightly the funding 
rules that in the past have 
obliged the Government to buy 
in gilt-edged stock. 

He held closely to the for- 
mula of Mr Nigel Lawson, his 
predecessor, that interest rate 
decisions would continue to be 
made on the basis of the 
growth of monetary aggregates 
and a range of other evidence, 
“most notably the exchange 
rate” 

”1 favour a strong exchange 
rate," he said. He warned that 
“interest rates would stay high 
for some time to come,” adding 
that “the moment I judge I can 
safely lower them, I wilL But 
to reduce them prematurely 
only to increase them again 
would be extremely damag- 
ing." 

The Chancellor also 
announced plans to divert 
money from the football 
betting duty to football 
to improve their grounds. 

According to the latest gov- 
ernment forecast, inflation 
measured by the retail prices 
inripy win fell only slightly this 
year to an annual rate of 725 
per cent in the final quarter 


from 75 per cent at the end of 
1989. 

Last November, the Govern- 
ment forecast inflation at 5.75 
per cent by the end of this 
year. It now expects inflation 
to foil to 5 per cent by mid- 
1991. 

The economy is set to slow 
down, close to the point of 
recession. Domestic demand is 
forecast to fall by 05 per emit 
this year while gross domestic 
product wfll increase by only 1 
per cent in 1990 and at an 
annual 15 per cent in the first 
half of 1991- 

Fixed investment, winch was 
previously expected to grow by 
1.75 per cent in 1990^ is now 
expected to feU L25 per cent 
this year and at an annul! fate 
of 0.75 per cent in the first half 
of 2992. Manufacturing output 
is forecast to be flat this year 
and grow fractionally next. 

The Government's latest 
forecasts for the current 
account balance of payments 
are broadly in line with those 
of last November. It expects 
last year’s record deficit of 
nearly £2lbn to foil to £15bn 
this year and £12bn, at an 
annual rate, in the first half of 
next year. 

The fiscal plans announced 
yeste rday will i ncreas e the 
overall burden of taxa ti o n by 
£430m ($700m) in the 1990-91 
financial year, which begins 
April 6, and by £955m ($L55bn) 
In 1991-42. 

The Government surplus is 
forecast to be £7bn CJuifrn) in 
the coming financial year, 
around the same level that is 
now expected for 198940. Last 
November the Government 
forecast a £125bn ($19.4bn) sur- 
plus for the current financial 


By Stefan Wagstyl in Tokyo 

THE BANK OF JAPAN’S 
decision yesterday to raise the 
Official Discount Rate for the 
fourth time in less than a year 
foiled to stem the decline in 
the yen in currency markets. 

The Nikkei average of 225 
leading shares also lost more 
than 450 points to dip below 
the 31,000 level for the first 
time since January last year. 

The Japanese central bank 
increased the ODR. the key 
short-term rata by 1 percent- 
age point to 525 per cent, its 
highest level since 1986, saying 
the rise was needed to forestall 
a resurgence hi Inflation and 
restore stability in financial 
markets. 

The yen closed in Tokyo at 
Y153.65 to the US dollar, a 
three-year low. The Nikkei 
index, • which lost 1,353.20 
points on Monday, shed a fur- 
ther 45655 points in thin and 
volatile trading yesterday. It 
closed at 30,807.19, 20 per cent 
below its all-time peak last 
December. However, govern- 
ment bond prices firmed 
slightly, with the yield on the 
benchmark instrument falling 
to 7JL95 per cent. 

Foreign exchange dealers in 


Tokyo said the yen would prob- 
ably fall farther, perhaps to 
Y160. Some stockbrokers fore- 
cast farther declines in equi- 
ties, which could take the Nik- 
kei index below 30JW0. 

The central bank’s move 
came as no surprise to inves- 
tors who had been expecting 
an increase in the ODR to stem 
the fall in the yen, which 
began the year at Y143.8Q 
against the dollar. The Japa- 
nese authorities managed yes- 
terday’s announcement care- 
fully - statements of support . 
for the central bank flowed 
from government ministers 
and from industrialists. 

The Ministry of Finance pub- 
licly applauded the move In an 
effort to repair the damage 
done to confidence by its 
recent arguments over mone- 
tary policy with the Bank of 
Japan. Mr Ryutaro Hashtmoto, 
the Finance Minister, said he 
expected die increase to stabi- 
lise ffaavu-iai markets and not 
to spark a wor ld w ide round of 
increases. Each country was 
free to manage monet a ry pol- 
icy flexibly, he said. 

However, the central bank 
was criticised In some quarters 


for not having acted sooner. Mr 
Takashi Ishihara, chairman of 
Nikkeiren, an employers' 
organisation, said the bank 
had moved too late after specu- 
lation about its intentions had 
upset the markets. Mr Yasushi 
Mieno, the governor of the 
Bank of Japan, acknowledged 
there had been criticisms 
of the delay but said the cen- 
tral bad to consider the 

real economy as well as the 
fliy t iieiai markets. 

Central bank officials said 
the current rates of Increase in 
consumer and wholesale prices 
were not a cause for concern. 
But there were wearying signs 
of inflationary pressure, 
in cluding rising import prices 
fuelled by the yen's decline, 
higher commodity prices, 
labour shortages, rising land 
prices and accelerating growth 
in the money supply. Figures 
yesterday showed the money 
supply grew by 11.8 per cent 
year-on-year in February. 0.3 
percentage points more than in 
January. 

Bates rise too Utile, too late. 
Page 18; Bands, Page 25; Cur- 
rencies, Page 38; Markets, 
Back Page, Section n 


Moscow offers republics 
freedom under new treaty 


By Quentin Peel in Moscow 

PRESIDENT Mikhail 
Gorbachev struggled yesterday 
to prevent Lithuania's demand, 
for Independence creating a 
domino effect elsewhere as the 
Baltic republic sought to head 
off an open Soviet assault on 
its economic autonomy. 

He is proposing a Union 
Treaty, uniter which each 
union republic would enjoy 
“unrestricted freedom,” includ- 
ing the right to declare “spe- 
cial rale” in its territory, 
according to a Soviet report 

As the authorities moved to 
step up security at vital central 
facfgfla g in Lithuania. WJCh as 
ttiff BjSWrai tiudaar pewfcsta* 
Hon, Mr Eduard Shev ard nadze. 
Foreign Minister, pledged 
Moscow would not use force to 
crush Baltic independence 
movements and denied extra 
Soviet troops had been seat to. 

“We are against the use erf 
force in any region and partic- 
ularly against using force 
domestically,” he said during a 


visit to Namibia. 

Yesterday, Mr Gorbachev 
summoned the Communist 
Party and government leaders 
of the neighbouring republic of 


Estonia to warn them against 
any to follow Lithu- 

ania's coarse to a unilateral 
declaration of independence. 

At a four-hour meeting at 
Communist Party central 
committee b ctt tH ng fa M oscow, 
the Soviet leader argued furi- 
ously against the Estonian 
Communist Party deciding to 
break away from the union 
party at its congress cm Friday. 

Radio Moscow's Interfax 
news service reported that: 
"Participants were invited to 
discuss a draft Union Treaty 
under which each union repub- 
lic would enjoy unrestricted 
fteedbm. right to 

introduce ‘special rule* on its 
territory." 

An Estonian proposal to bold 
political and economic talks on 
the whole question was 
accepted, although the word 
"talks” was changed to "dia- 
logue." However. Mr Gorba- 
chev was also quoted as saying 
the Lithuanian decision to 
break political ties with the 
Soviet Union was "a road to 
deadlock.* 

The new Lithuanian l ea d er - 
ship insisted it had every 


intention of eco- 

nomic ties with the Soviet 
Union and honouring all its 

«k H n gMn h i »i*i 

Mr Vytantas Landabergis, 
the music pnrf eas tg who heads 
the Sajudis independence 
movement and is now presi- 
dent of the tithnanim pflztia- 
merit, was responding to a for- 
mal Soviet government order 
to all state enterprises to obey 
only orders from Moscow. 

He said Lithuanian claims to 
ownership of the infantries on 
its territory was "ttoquestfam- 
ahte to toteraattcual 

law" fad sttreedthtt the whole 
loald be re salved at 
negotiating table. 

A fl®ry of Series mfitary 
manoeuvres in the Baltic 
republic at the weekend 
appeared to have s ubside d as 
both skies sought to cool a 
potentially expkaiTO situation. 

to spite erf Mr Shevardnad- 
ze’s reassurances, the White 
House In Washington 
expressed heightened concern 

Continued on Page IS 
Pro-democracy groups score 
poll triumph. Page 2 


East German foreign debt plight exposed 


By David Marsh arid Leslie CoiKt in East Berlin 


ABB Asea Brown Boveri, 
Swlss-Swedlsh power engineer- 
ing group, increased its 1989 

profit before financial items 
by65 per centto $922m. 
MALACCA fund, $35m fand 
launched by Ranque Indosuez 
to January last year, is ra ising 
an additional $5USn with a 
new shares placemen t. Pag e 24 
GLOBAL airline Industry: 
Moody's, global credit rating 
agency, warned that the mans* 
Wscredit quality was likely 
to deteriorate during the next 
three years. Page 24 
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A SECRET East German 
document stating that the 
country’s »nmtal foreign debt 
service swallows up half its 
exports to non-Commonist 
countries has revealed the fall 
extent of the economic plight 
facing the new Government 

The report, Aw contents of 
which were confirmed yester- 
day by the caretaker govern- 
ment underlines starkly the 
rising economic pressures 
towards tinfflcatlnn with West 
Germany. 

The document lays bare fig- 
ures which have been regarded 
for years as state secrets. It 
says the country last year 
spent DM5.6bn ($3.3bn) on 
interest payments and redemp- 
tions on its foreign debts, 
roughly half the total proceeds 


of -exports to non-Commiraist 
countries, which totalled 
DM125bn to 1989. 

The lengthy memorandum 
was written last September by 
five economic experts from the 
former communist regime. It 
states bluntly that East Ger- 
many .is “to a large extent 
dependent on capitalist credit 
sources" and says the foreign 
payments burden placed 
doubts over "political stabil- 
ity”. 

The bleak economic picture 
is probably the most severe 
challenge facing Mr Lothar de 
Maiziere, the Christian Demo- 
crat leader and Prime Minis- 
ter-designate, who continued 
yesterday the wearisome 
efforts to form a coalition after 
Sunday’s elections. 


East Germany’s liberals 
agreed to begin negotiations 
this week - to form a Govern- 
ment with the victorious con- 
servatives,. which would- dupli- 
cate the centre-liberal coalition 
in Bonn. Snch a coalition 
would give the Government a 
53 per cent majority to parlia- 
ment. 

- The document puts East Ger- 
many’s annual credit rating 
Operations abroad, carried out 
with 400 .banks, at the “unusu- 
ally high” sum of DMSbn- 
DMlObn. 

The document predicts that 
debt service costs this year 
would rise to DM7bn out of 
exports to capitalist countries 
of DMhLlbn. Imports are put 
at DMl25bnrDM125bn. 

In view of the sharp eco- 


nomic deterioration caused by 
file political dislocation of tie 
past few months, this year’s 
payments position may turn 
out to be even worse. 

The long memorandum was 
leaked this week to the Beilin 
newspaper Tageszeitung. 

A spokeswoman for Mr Karl 
Grfinheid. who is continuing 
mi a caretaker bams as Eco- 
nomics Minister and rihwirman 
of the economic committee, 
yesterday confirmed the 
authenticity of the report 

The document suggested 
that East Germany needs to 
double exports to non-commu- 
nist countries to DM24bn by 
1995 to keep abreast on its debt 
service burden - a highly 
ambitious target 
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to Cuba 

Brown Bovorls Risking corporate 

gestion to remain leading player 

EC Model proposed for takeovers 19 

Prenoh railways: Faster than a speeding bul- 
let ~ 29 


Spain seeks larger role 
in Latin America 



Prime Minister Faifpe 
Gonzalez is precisely 
where he wants to be: 
playing the Interna- 
tional statesman and 
conciliator, the bridge 
between a new Latin 
America and a new 
Europe. 
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G artmore’s free 
Budget V0 cassette 
brings you their expert 
analysis of the effects 
and implications of the 
Budget for the personal 
investor. 


Sound advice 
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0 Postcode. 


Financial broadcaster Oliver 
Scott asks Gartmore’s top 
speaa/ists for their forecasts, 
opinions and unit trust 
recommendations. You can 
hear what they have to say, 
| absoJirte/y/ree. 

0 The tape also features 
0 highlights from Gartmore’s 
S Emerging Markets Symposium. 

| For your free cassette 
g simp/y complete and post the 
g coupon or phone our investor 
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EUROPEAN NEWS 


Bonn to end 
some social 
benefits for 
immigrants 

By David Gotxftiart in Bonn 

THE WEST German Cabinet 
yesterday took the first step 
towards abolishing the various 
benefits offered to East Ger- 
man immig rants as govern- 
ment sources indicated that 
currency onion would be 
agreed by the end of ApriL 

Ur Wolfgang Shauble, the 
Interior Minister, said that file 
h o us i n g and social welfare 
advantages enjoyed by East 
German immigr ants were not 
the primary cause of their 
migration, but after the conclu- 
sion of economic onion they 
would be harder to justify. 

As a first step he announced 
that the 1950 law which pro- 
vides emergency accommoda- 
tion for the Immigrants and 
controls their subsequent dis- 
tribution around the Lander 
(states) would be abolished 
from July L That would make 
it far riskier for immigrants 
who do not already have 
accommodation to cross over. 

The camber of immigrants 
arriving on Monday was half 
that of the previous Monday 
bat still stood at l£39, with the 
number for 1990 to date at 
146,000. 

The government move falls 
short of the demand by the 
Linder lor immediate abolition 
of the 1950 law and for the 
sending home of any East Gar- 
man Immig rants who n ann nt 
support themselves. The Gov- 
ernment has also not yet 
moved to withdraw the 
DM UNO (£44 2) per month inte- 
gration money which immi- 
grants are entitled to for one 
year after arriving, although 
some smaller cash handouts 
will be scrapped. 

It is widely assumed that all 
social incentives will soon be 
removed and that unemploy- 
ment benefit for immigrants 
will be reduced to the East 
German leveL Currently about 
one-third of East Germans who 
have immigrated since 1988 are 
unemployed. 


The French return to Bucharest with a vengeance 

Le FNAC, champ a g ne and the Parisian salon are hallmarks of a new Romania, writes Judy Dempsey 

*w> tv. i.l in.i m uuin a T oHn mnta Tfcttarteallv- wav for the meoal rt m anlaffalt v. ve were welcomed, not T has- television station, hones soon car nlants in the hObe that t 


U nhiw the elevators m 
the main hotels in 
Budapest which are 
fall of well-dressed business- 
men grmcrf with briefcases foil 
of contracts, the lifts in the 
Intercontinental Hotel in Buc- 
harest are a sight not to be 
missed. 

From mid-afternoon until 
into the early hours of the 
morning, they are jam packed 
with ladies erf the night. Where 
they obtain their clothes, one 
dares not ask. But they are 
obviously inspired by the 
French who seem to fill the lift 
for the zest of the day, for the 
French have returned to 
Romania with a v eng e anc e. 

And it is not just because 
they are trying to get in ahead 
of the West Germans who are 
ubiquitous in almost every 
other east European country. B 
is because the French proudly 
and loudly insist that they 
have what they tern "a special 
relationship” with Romania. 

Who would dare dispute 
them. Linguistically, Roma- 
nians and French share the 


same Latin roots. Historically, 
they have also much In com- 
mon. 

It was to Paris that the 
young sons and daughters of 
the Romanian aristocracy (or 
boyar) Class flocked in the 19th 
century. Baying been imbued 
with revolutionary Ideals, they 
returned to Bucharest where 
they quickly put aside every- 
thing they learned, at least 
from the French political text- 
books, and instead indulged in 
emulating the Parisian tradi- 
tion of the salon, of which 
many were conducted in 
French. 

But however much the 
Romanians aped French form, 
which was often devoid of con- 
tent, the relationship did yield 
some substance especially in 
architecture. Bucharest, so 
often called the Paris of the 
BflBnnm. was once an dtww* 
city lined with trees and kmg 
boulevards until the Ceauses- 
cus, in their fanatical dtedaiu 
for all things European,, 
destroye d many be autif ul town 
houses and churches to make 


way for the megalomardacaPy 
inspired palace of the Repub- 
lic. 

It was the French media 
rather than the West Goman 
media, which persisted in 
report in g about and travelling 
to Romania at a time when 
almost all journalists wore 
summarily expelled front the 
country. And when the g unfire 
of the Revolution boomed 
through Bucharest on Decem- 
ber 23, the French responded to 
the signal with a zeal with was 
unmatchedby any othe5r Euro- 
pean country. 

First to enter the fray was 
Medocine da Monde, the world- 
wide Paris-based charity medi- 
cal nr gMTrigaHnu On the night 
of the 22 nd, they were already 
eosconsed in two rooms on the 
28th floor nf tho i nterconttaea - 
taL There, despite same mis- 
givings by the western media 
for their energy in selfambH o - 
ity, they distributed tons of 
essential supplies to the hoegfr 
tala. When a US colleague 
(thankfully a Francophile) «wi 
myBdf visited them last week. 


we were welcomed, not I has- 
ten to add with a Romanian 
Pinot Ndr which does serious 
damage to one's thought pro- 
cesses, but with champagne. 

Besides medical aid, the 
French Government sent no 
fewer than 12 ministers to. 
Romania the Revolution. 
Apart from Mr Gyula Horn, the 
Hungarian Foreign Minister 
followed quickly by Mr Eduard 
Shevardnadze's speedy visit in 
early January, Mr Roland 
Dumas, his counterpart was 
the first west European minis- 
ter to shata* file temd of Mr 
Petre Roman. Needless to say, 
interpreters were not required. 
Mr Brnniw , Him go many other 

nfflrlala and ymrog peoole. 

flawless French after his years 
of study in France. 

Between trilateral visits, a 
French radio station set up- a 
fully equipped studio, called 
“Fun Radio’* for the students 
in Bucharest As a gesture of 
gr atitude , the students relayed 
some French broadcasts. But 
not far long; Everything is now 
in Romanian. TFI, a private 


television station, hopes soon 
to set up a private advertising 
network in Romania . Hache tte , 
one of France's biggest pub- 
lishing houses, has donated 

100.000 books to the National 
library which was completely 
burned out during the Reroto- 
tiom FNAC, the book chain- 
store is donating another 

150.000 volumes. The French 
Gov ernm e n t is also providing 
FFr2m (I348B00) for subscrip- 
tions in order to build up the 
archives. 

But apart from the books, 
the medical rid and the visits 
of goodwill, Romanians are 
now asking if the special rela- 
tionship has any real sub- 
stance - a euphemism for 

fhmni 

FoHowing the visit by Mr 
Roman to Paris earlier this 
mouth. Elf and Total, the 
petrochemical companies, are 
intending to do some “fact- 
finding" work in Romania. 
Citroen and R— «m i* are a bit 
more cautious. Their fingers 
ware badly burned in the 1970 b 
after they invested heavily in 


car plants in the hope that the 
R omanians would provide, 
among other things, gear 
boxes. The parts never materi- 
alised, 

French diplomats admit that 
contracts will take time to 
materialise. The true state of 
the economy and the continu- 
ing difficulties with food sup- 
plies has yet to be assessed 
before any long-term Invest- 
ment commitments can be 
made, a view echoed by other 
western diplomats. What it 
amounts to is a “wait and see” 
policy particularly since all 
eyes are now on the elections 
which are due on Hay 20. 

But the French say they will 
not let down their confreres in 
the and ftiej r 

presence is more than “le 
blah-blah." And just to show 
how sincere they are, they 
have promised to set up bak- 
otes in Bucharest. But in a 
co un try denied even the most 
basic dairy products, what is a 
croissant without a cafe-au- 
lairi 


Soviet pro-democracy groups score polls triumph 


By Quentin Peel in Moscow 

PRO-DEMOCRACY 
campaigners have won big 
election victories in at least 
three large Soviet cities - 
Moscow, Leningrad and Kiev 
- at the expense of the ruling 
Communist bureaucracy, 
according to the latest results 
from weekend local elections. 

In the Russian federation, 
only nine regional secretaries 
of the Communist Party - the 
pillar s at the Communist Party 
establishment - were elected, 
according to the Central Elec- 
toral Commission. 

In Only 16 d Mi mu m 

of regional executive commit- 
tees won their seats. 

In Vladivostok region, not a 
single worker or peasant was 
elected, according a report in 
the newspaper, Sovietakaya 


However, party officials have 


managed to hang on to control 
of many outlying regional sovi- 
ets, and may still end up with 
a majority in the Busman par- 
liament. 

On the other hand there 
were signs of apathy or out- 
right boycotting of the poll, 
with 25 per cent of the seats in 
Belorassla unfilled because 
fewer than SO per cent of the 
voters turned ouL and 35 of the 
Moscow city council seats 
needing new elections. 

In Moscow, candidates 
backed by the Democratic Rus- 
sia group won 281 seats out of 
498 «bh« an the city council, 
and 55 of the 65 seats in file 
Russian Supreme Soviet, over- 
whelming those who dearly 
belonged to the Communist 
Party apparatus. 

Among the victors in elec- 
tions for the Supreme Soviet 


were at least five staff mem- 
bers of the radical n ewspaper. 
Argument! i Fakti, Including 
the e d ito r »tw 1 d e p u ty editor, 
publicly idCTrtftod as rebels 
after being attacked by Mr 
Mikhail Gorbachev btmdf 

Out of 463 deputies 60 far 
elected to the Moscow city 
soviet, not many more than 
half, 270, belong to the party. 
Only 12 are “work tn", and 44 
are womens 

- Institute lecturers, writers 
anil Bcrirni ti a t u polled Well, 8S. 
did particular gro u p s* wte gnti- 
oorruptixm prosecutors from 
the Interior n rwiktiy . 

In Leningrad, where the 
democratic candidates 
and outside the Communist 
Party nntod in a group 
Democratic Elections 90, the 
*nteime was s aid to hare won 
between 60 and 70 per cent of 


the seats .on the city council, 
and 70 percent of the seats in 
the Russian parliament. 

Tn fQ£V, pnvlylirfw; Kyfct>d 

by file nationalist Rokh move- 
ment won more the 

seats in the city council, and 15 
of the 22 in' the Ukraine 
Supreme Soviet. 

However, Mr Vladimir 
Ivashko, the leader of • the 
Ukraine Communist Party, 
manag ed to win w« run -off 
election in the city. 

In Sverdlovsk, the Urals 
industrial centre where Mr 
Boris Yeltsin won a resounding 
victory in the first round, 
reports said a majority of dem- 
ocratic candidates to the city 
council won their seats but 
Mwf to any fa ro w ds in 
the regional and district coun- 
cils. 

Anot her to the city 


results came from the autono- 
mous republic Of WanltWrlH, 
beside the Ural mountains, 
showing that the party bureau- 
cracy Is still dominant in the 
provinces. 

Out of 287 seats flSed on the 
republican soviet, 53 were 
party first secretaries, five sec- 
ond secretaries, 27 chairmen, 

taUt deputy chairman , frinr 
frpgfig of regional 

executive committees, two 
denartment h ead s of rerional 
party committees, 101 directors 
of state enterprises, three 
chairmen of iminn com- 
mittees, two* chairmen of vil- 
lage councils. Three Commu- 
nist Youth League secretaries, 
one institute rector and one 
secondary school director - all 
members of the notorious 

nomenklatura, appointed by the 
party bureaucracy. 



It's amazing how business costs have 
spiralled in the South of England over the 
last few years! Higher factory rents mean increasing 
overheads. The price of hiring good staff (that's if you 
can find the right people) is getting out of hand. Even die 
general cost of living has had a damaging effect on the 
quality of peoples' lifestyles. And now what could be the 
final straw - the Uniform Business Rate. 

But stop! There's no need to be forced out into the 
cold. County Durham provides the perfect solution. With 
lower factory, warehouse and office rents phis Uniform 
Business Rates projected to drop by 49%, 50% and 38% 
respectively* you could immediately reduce your 


C&L 

DURHAM 


check it s out 


overheads. Labour costs are also less, with a 
high quality and quantity of workforce 
available. And, probably one of the most important 
factors - you can enjoy the same standard of living as in 
the South of England, but still have 40% of your ineoxne 
left in the bank! 

Which is why many companies from all over the UK 
and the world are checking into County Durham. So ring 
us today on (091) 383 2000 or write to the address below 
and well send you a copy of the County Durham Check 
Book. Then you'll see why we don't have to dress up the 
facts - they'll speak for themselves. 

•SOURCE: INLAND REVENUE 


County Durham Development Co mpany Ltd, County Hall, Durham DH1 5UT. Telephone (091) 383 2000 

Ifelex: 53281 DCUBG Fax: (091) 3862974 


Single EC currency could 
bring £15bn a year savings 


By David Buchan in Brussels 


EUROPEANS would save 
Ecul5-20bn (£U2tn£LL9fau) a 
year in curren cy transaction 
costs if the E ur ope an Commu- 
nity had. a. single mousy, Mr 
Henning Chrlstophersen. the 
Commissioner for Monetary 
Affairs, said, yesterday. 

O utlining the Commission 
paper on ec onom ic and name- 
tary union (Emu) shortly to be 
discussed by EC finance minis- 
ters, Mr Christophersen con- 
firmed Its two main dlver- 
gen ces from the original Petes 
committee report. 

It opts for a single c u rre nc y, 
the Ecu, rather than simply 
national currencies locked 
together, and abandons the 
Delon report's call for binding 
ceilings on countries’ budget 
deficits. Mr Jacques More, the 

rn m ni ii k p p rpujrijut, fa arid 

to be quite happy now to drop 
these two provisions, im posed 
on him by certain central 
bankers on hfa committee. 

However, the Commission 
paper leaves open the same 
key question as the Delore 
report as to whether poorer. 
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peripheral conntifan will need 
extra aid once they nb longs 
have. In Emm the option of 
chang ing their »rofa»ng»» rate 
to stay co mp e titiv e. . ... - 
Ireland, currently holding 
the EC presidency, feels such 
ltd must, be forthcoming, but 
Mr Ctimtopheraen said yester- 
■ dayTto'dadsfon need be taken 
- until the end-1991 review of 
existing structural aid- 

• 'Dae Commlashmer said the. 
British plan for competing cur- 
rencies was unsatisf ac tory, 
because tt would lead either to 
exchange rate instability or to 
the dominance of one currency 
over the others: .• . “ • 

• The Italian Government, 
Which takes over the EC; presi- 
dency .on -Adyil will urge Its 
EC pa rtn er s to launch at the 
end of the year a second inter- 
governmental conference dedi- 
cated to reforming the Commu- 
nity's Institutions, writes John 
Wyles in Rmne. • 

Mr Gianni Pe MlcheUs, 
Italy? FoxfignrafixdBter. told 
the lower house of parliament 
yerterday that fids second con- 
ference should nm in. parallel 
with one already scheduled to 
begin in December on laying 
dow n the path to economic and 
muiHdmy imwm. •• ■ 

The need for further revision 
at the Community's treaties 
has already been raised by Mr' 
Dolors. Mr De Mi che lls put 
most emphasis on the need to 
transfer farther powers to (he 
E urope an Parliament so as to 
strengthen its control and sur* 
vriflanoe of the Commisatoa. 

• The French Government 
yesterday , pgato called for an 
acceleration in the process 
to Emu because of 
impending German tmfflcatirm, 
Ian Davidson in Peris. . 
Mr Roland - Dumas, the 
French Foreign Minister, urged 
that the date of the next con; 
farence bn Emu, due in Decem- 
ber after the West German 
election*, be brought forwards 


Belgium to 
curb foreign 
takeovers 

By Tim Dickson in 
Brussels 

A NEW law which wifl allow 
the Belgian Government to 
block foreign acquisitions in 
areas of “key economic inter 
eat” - notably the energy sec- 
tor - is expected to be in place 
later this year. 

Takeovers involving corpo- 
rate assets of more than 
BFrSbn (£S3m), or of equity 
wqrth BFtSbn where this rep- 
resents 'more Chan 20 par cent 
of fixe target company’s v oting 
rt otitii would M t n wu rf ifally be 
subject to official scrutiny. 

“There fa no political prob- 
lem," a spokesman mH. “The 
next stage is that a working 
g rou p of the various ministe- 
rial departments affected will 
work out the details.” 

Unkind wrnirnmfrteri) wi ght 
observe that the government 
initiati v e is to slamming 
the stable door after the horse 
has bolted. The horse in this 
case fa Socfeto Gdnfirele de Bet 

giq np, Belgium's giant indus- 
trial and commercial, holding 
«vww | Mwry which, g fom fiie bat- 
tie in -1988 between the Italian 
businessman Mr. Carlo De 
.Bcmefletti and tbe.Paris hosed 
In ve s tment bank Compagnie 
Financfere de Suez, finally 
wiiteH up in French tewh. 

That struggle toadied a raw 
Belgian nerve about foreign 
ownership. As “good Europe- 
ans" committed to the single 
market, local politicians and 
businessmen are proud to 
point out that there are virtu- 
ally no official takeover harri- 
ers in Belgium - something 
winch French and Dutch pred- 
ators in particular have not 
been slow to appreciate. 

. At the same time, 
not every thin g fa up for 
The managements of major 
stock market companies like 
Solvay, UCB and GB-Inno-BM 
(now GIB) were quick to build 
in their own “poison pilin'* 
with which unfriendly bidders 
could be repelled. 

Belgium’s. big energy utili- 
ties Obes, Intercom and Unerg) 
are the key “strategic assets” 
which the Government seems 
to have in mind with the new 
law. These are controlled by 
the holding company Tracte- 
bel, which in tom is the sub- 
ject of a delicate power-sharing 
arrangement between SGB and 
the other leading holding com- 
pany, Ghoupe Bruxelles Lam- 
bert (which still has an impor- 
tant “blocking minority"). 

While there is a reference in 
the draft law to the need for 
'fetaMBty in cur- 

rency", an Economics Ministry 
sjtokesman said yes te rday that 
banking was not being singled 
out as a “strategically impor- 
tant sector.” 

. .He -said .that. aa. the draft 
stands a takeover could be 
blocked for ftve years in the 
case oLan EC predator, adding 
thM.tite .f^aitorta for control- 
.Eng** non-EC companies would 
be wider.-- 


Italian law 
on regional 
preference 
ruled illegal 

By Lucy Kellaway 
in Brussels 

AN Italian law which requires 
all public organisations to buy 
30 per cent of their supplies 
from companies based in the 
depressed south of the country 

has been declared illegal by Urn 

European Court of Justice. 

The decision, which tallies 
with Commission efforts to 
break open the EcuSOObn 
(£370tm) market in public pro- 
curement, could have implica- 
tions for regional preferences 
currently in place in the UK, 
Greece and Germany. 

The decision came as a sur- 
prise as it had been assumed 
that until the deadline for the 
single market at the end of 
1992, regional preferences 
could continue. The recently 
agreed public procurement 
directives covering public 
works and supplies contain 
exemptions to this effect. 

The Italian law was chal- 
lenged by an Italian subsidiary 
of Du Pont, the US-based chem- 
ical company, which objected 
to the purchasing habits of the 
Carrara city health authority 
In the market for X-ray equip- 
ment. This market is worth 
L2i0bn, of which 85 per cent is 
ran trolled by public hospitals. 

Following the Italian ruling, 
the regional preferences in 
other countries may also be 
illegal, although a Commission 
official noted yesterday that 
other countries' preferences 
are not so blatant as in Italy, 
under which any body that did 
not meet the 30 per cent mini- 
mum In one year had to make 
up the shortfall the next 


France’s trade 
deficit increases 

FRANCE’S foreign trade deficit 
totalled FFr961m (£105m) in 
February after seasonal adjust- 
ments, compared with FFrdllm 
in January, the customs 
department announced yester- 
day, w rit e s George Graham in 
Paris. 

Exports fen to FFr97 Jftm, but 
imports also fen to FFi98Bbn, 
leaving the deficit substan- 
tially lower than economists 
had been expecting. 

The French deficit in indus- 
trial goods was sli g htl y higher 
than to January at FFr2^bn, 
But the sale of 23 Airbus air- 
craft kept it well below the 
average deficit of recent 
months. France's deficit in 
trade with West Germany 
shrank to FFrtL5bn compared 
with FFr5bn in January. 


Notice to Holders of 
TOENEC CORPORATION 
(The “CoDfiaasD Warranto to 
Sobscribcfor 

Shoes cf Gunman Stock of Iht 
Company, famed 
InGudOKfion^th the brae of 
US$70j0MMN» 

4^% Guaranteed Bonds 1993 

In etopeto of tteavnaots notice is 
hereby given that at a meeting held cm 
14th March, 1990, the Boon! of 
Directors of the Company resolved to 
make tosbareboldeisof record aa of 
3lst March, 1990 (Japan time) a tree 


cunaadoditlbenBofOlBihaia 
per share so recanted, and as a result of 
such aulborisatioaaf bee shore 
dis>rihatkiBilietoflo*migart|«Bn»B« 
irflhesiAKcripcjon price tor Itoe 
WarTBH»*haIl be made pursuant to 

Conc6tioa7ol the Term* and 
ConrStion of the Warsants 

1) S u bs cri ption Price per rime 

Before adjustment Yen 1446.40 

2) Subscription Price per share 

After adjustment Ycnl.09L80 

3}EfSecto"e date of adjustment 

(Japan time): 1st April, 1990 

4) Date of issue of new shares referred 
. tosbose (lapses time}: 

18th May, 1990 
TOEHEC CORPORATION 
Na 0 tfa,Japm 


as Principal Paying Agent 
21st Man*. 1996 
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arartrf U3. SZ1.M par ua. svooo MS 
Mna to UMMStootg SMdc Bnctanga 


■StTMCosyap 



A major Contribution 
to 




can't all be Chancellor of the Exchequer and most of us certainly wouldn't want fo Managmgour own financial affairs 

during these turbulent times is quite difficult enough, thank you. What with flu ctu ating footsies, bewildering budget changes and 
astronomical interest rates, managing your money isn’t just a licgor problem - its yours too* • . . • !: 

But help is now at hand. Filofax financial inserts are packed with information, designed to • 

kelp you plan your personal budget and investments much more efficiently. FUofixx,you see, '‘THE ANSWER IS 

answers. * 

i, only genuine Filofax authoritative published data can say so ttiuc^ so simply. 
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and Romania 


appeals to UN 
mia over attacks 


By Jutfy Decnpsoy In Budapest 


HUNGARY YESTERDAY 
called on die -United Nations 
and Romania to stop repeated 
outbreaks of violence 
the ethnic T ft nig ar i y n ■ mfrtrtf fty 
in Transylvania. 

The 2m-strong minority in 
the north-western Romanian 
region has been subject to 
attacks by the Vatra Boma- 
neasca, a fosdstfc group which 
is believed to group national^ 
ists, former Secnrltate secret 
police officials and former 
Communist Party members. - 

Mr Ifikloe Nemeth, the Him-, 
garian Prime Minister, yester- 
day iflfonnod the UN Secretary 
General and the UN Commis- 
sion on Tfmttsm Wfhta about 
the violence in which cue eth- 
nic Hungarian has been killed. 

The W i m gariain Foreign Min- 
ister, Mr Gynla Horn, also said 
he had called in the Romanian 


ambassador to complain about 
“pogrom-Hke” eve n t s and had. 
given him a message from 1 Sr. 
Nemeth fin- Mr Petre Roman, 
13m Romanian Prime Minister, 
demanding an immediate halt 
to the violence. 

“H they do not move immedi- 
ately and effectively then a 
very grave situation could 
arise,” Mr Horn told Hangar- 
ten Radio. 

In the latest outbreak, in the 
Romanian town of Tirgu Mures 
on Monday, the Hungarian - 
media said at least 11 Hungary 
ans had been injured by axe- 
wielding assailants. 

The injured included Mr 
Andraa Suto, one of the Hun* 
garian minority's leading 
poets. . ; - 

The - Vatra Romaneasca/ 
which has more than 100,000 
members and is well organised 


in fhe nudn towns and cities of 
Transylvania, last week beat 
up-several Hungarians in the 
town of Satn Mare, a town in 
the north of the country. 

Vatra Romaneasca alleges 
that the Hungarian arimuity . 
want to separate Transylvania 
from the rest of Romania. 

. -However, both Hungarian 
and Romanian Intellectuals 
repeatedly say that all they 1 
want is respect for equal cul- 
tural, democratic and ethnic . 

. H ghfai far hfrfh manin nyi Won 

So ter,, the Romanian Gov- 
armnenthaa issued only mild 1 
statements criticising the. 
Vatra Romaneasca, which 1 
jwtwit cm creating deep 1 
, suaplcjonandstirriiig ethnic 
tensions among the two icam- 
nmnMas as toe cou n try pre- 
pares - . for general elections 
scheduled tor May. 


Campaign mental health warning 


: licit 


By Judy Dsmpwy 

-:-V. IT- MAY come as a surprise to 

■- many observers to learn that 
.*>.> the underlying message In 
u Hungary' s ejecti on posters is 
v -a- not ope of optimism and entfan- 
CT. tdasm as the cuu n h y prepares 
~rr far its first free and democratic 
' ' elections for more than 40 
rV ; ': years on Sunday. 

, On the contrary, posters 

‘ which are plastered through* 
out toe capital reveal all the 
symptoms off aggression, fear 

; ~ and jiBMimk m. 

.'V i5 This gloomy analysis is held 
by Dr Andras Veer, a psychia- 
*'■ trist to one Budapest's largest 
mental institutions. He first 
— — ■ thought about the common 

trJ- theme running through the 

3 posters after he saw one which 

simply showed a soldier’s head, 
illicit but from behind. The poster’s - 

slogan, issued by the conserva- 

■' — > tive Hungarian Democratic 
Forum (HDF) stated: “Com- 
;- -i rades. it's the endT 

This could have simply 
•' -> referred to the recent with- 

- dranal of some Soviet troops 
from Hungary. But Dr Veer, a 
compulsive smoker - a habit 

'■ j- shared by many of his compa- 

- triots - said ma wfagnn had a 
deeper and mote disturbing 

■ ir- meaning to it 

"By saying that its The End, 

. this could mean the sot 

: dier is bdng shot to the back 

■; of the hand My Mmifa agree 
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Hungary 


with me. R is very aggressive. 
It engenders fear »win»w the 
population which has had to' 
five in fear for the past 40 
yean.” 

Dr Veer is just as critical of 
the pasters from the Alliance 
of Free Democrats (AFD), the 
leftoff-centre party whose roots 
are to Budapest One off their 
pasters reads: “They who are 
not with ns are with Them!” 

Few Hungarians forget the 
slogan of Mr Matyas Rakost, 
Hungary's ruthless Stalinist, 
which warned the Hungarians: 
"Those who are not with us are 
against us.” Or later. Mr Janos 
Radar's slogan: “Those who 
are not a gafna* us are with US." 


IKEA, 'the Swedish home 
• fnnrishtogs rfn»ti» r twhy 
■ open a store In Budapest 
which will be its first outlet 
In eastern Europe, writes 
John Barton in Stockholm. 
The v ent u r e is to co-opera- 
ttanwtfh the country's main 
furniture retailer, Butorker, 

Qua, which operates to 20 
countries, plans to establish 
a store to Warsaw next year 
and one- in Leningrad in 
19S2,;-the first of six pro- 
posed Soviet branches. Ikea 
now buys a quarter of its 
furniture components from 
eastern Europe. 

The problem, says Dr Veer, is 
that people are confused about 
these posters and they are 
afraid. 1 

“It is not defined to toe HDF 
poster who the' Comrade is, or 
indeed who is Them to the 
AFD paster. If people do not 
vote for the Free Democrats, 
does that mean they are with 1 
Them - the farmer communists 
and tori they may then aspect I 
some revenge,"' he adds. 

Dr Veer, who shares a rather 
depressed view of the world 
with his follow Hungarians, 
adds: *1 think it Is very danger- 
ous tori alter living to fear for 
so long, we are preparing for 
freedom to this atmosphere.” 


EUROPEAN NEWS 


Switzerland passes law to curb money laundering 


Py WBUamDuWorce in Geneva 

SWITZERLAND, often 'cited as a 
turntable for illicit capital flows, has 
become one of the first countries to 


upper chamber of the federal parlia- 
ment on -Monday unanimously 
approved amendments to the penal 
code, already passed by the lower 
houBe, which make assistance to money 
lounderers a usual offen ce. 

Anyone who knowingly binders the 
identification or confiscation off assets 
resulting from a crime will face impris- 
onment off up to five years and. a fine off 
up to SFrlm (£410,000). 

The new law, which should come into 


effect in July, aims not only at "dirty 
money” derived from the international 
drugs traffic; it covers funds derived 
from any criminal offence, including 
Illicit aims dealing and securities fraud. 
However, it does not change the Swiss 
position on tax evasion, which is not 
considered to be a criminal offence. 
And it leaves intact the core off Swiss 
bank secrecy, embodied in a law which 
mak es it illegal for a bank or company 
employee to mss cm information about 
clients to a third party. 

The Swiss legislators balked at turn- 
ing “negligence” by bank employees 
into an offence, bid decided to penalise 


lack off vigilance in handling criminal 
tends. 

A person who omits to verify the ben- 


or transfers can be sent to jail for up to 
a year and fined, if the assets turn out 
to be the proceeds of a crime. This 
prescription covers lawyers and other 
professional staff dealing with clients’ 
funds, as well as bankers. 

Concern that Switzerland’s prestige 
as an international finanw>i centre had 
been damaged by the “Kopp Affair", in 
which Mrs Elisabeth Kopp. Justice Min- 
ister, was forced to resign after inform- 
ing her husband about a drugs money 


investigation, *"«*«««* the Government 
and pa rHiwiflttt to move more swiftly 
than usual to enacting the money laun- 
dering mu. 

Mrs Kopp was later acquitted of vio- 
lating QffleM secrecy laws but a parlia- 
mentary inquiry into the incident 
decided that the public prosecutor's 
ofPrfl had been lax in dealing with nar- 
cotic cases. Public opinion has also 
been disturbed by the investigation into 
the “Lebanon connection” which 
revealed that SFr2bn of foreign cur- 
rency been channelled through 
Swiss banks, of which at least part 
Rfammpd from the drugs trade. 


Solidarity wilts in the Polish countryside 

Protest rumblings are heard in hard-hit rural economy, writes Christopher Bobinski 


F EW TRACKS remain in 
the Polish countryside 
of the euphoria which 
helped sweep Solidarity into 
parliament lari year. 

Indeed, the Government 
faces the prospect of wide- 
spread refusal by farmers to 
make insurance payments as 
part off a protest reminiscent of 
the months off the commu- 
nist negune- - - ; - - 

Calls for . a boycott have 
come from several districts and 
are likely to be taken up 
widely by the country’s 2£tn 
private fanners appalled at 
sharp rises to the cost of credit 
-and agricultural equipment 
which the growth in food 
.prices has foiled to nurteTv 
In the towns real wages have 
tumbled and domestic con- 
sumption of some items such 
as b u tter has fallen by as much 
as a third while queues for 
meat have evaporated In a fur- 
ther sign that supply is swamp- 
ing demand. 

However, many peasant 
formers are treading toe Gov- 
ernment’s deflationary policies 
as just another of the misfor- 
tunes which have befallen 
them over the years and the 
mood will not translate into 
any surge of support for the 
old regime. 

Nevertheless local govern- 
ment elections In May should 
see a low turnout despite Soli- 
darity's appeals for people to 
get involved. Here and there a 
strong protest vote is likely for 
one or other of Poland’s fissile 
rural parties tnclndtag PSL-O, 
the successor to toe ZSL, race 
a Communist Party satellite. 

*Tf only the Government 
would do something to ease 
the situation," sighs one Soli- 


darity su pporter to Gorzkow, a 
small terming town to east 
Poland, Tm wholeh e artedly 
behind the changes but I must 
admit Tm running out of argu- 
ments when I talk to other 
fanners." 

And in Chorupnlk nearby, 
Mr Marian Olek, the elected 
head off the village, confirms 
that “at the moment we are 
having -difficulties” and adds 
philosophically: “It has been 
up down since the war, 
and now things are bad but we 
try to Uve with the hope that 
one day we'll see good times.” 

Indeed Rural Solidarity, the 
sister movement to Lech Wal- 
esa’s trade union, is on the 


brink off an open break with 
the Government. It is demand- 
ing preferential interest rates 
for formers, guaranteed mtni- 
mum form incomes as wen as 
government aid for industry 
producing form equipment. 

At the moment, for example, 
the FMZ factory at Plock, 
which produces combine har- 
vesters, has had to halt produc- 
tion for two weeks, as fertiliser 
plants did in February, because 
Of a fail in riwmanil. 

Rural Solidarity also wants a 
speedy de-monopolisation of 
thu or ganisations «tfn responsi- 
ble for procurement of agricul- 
tural products which also pro- 
vide services to formers. 


However, despite some pur- 
chasing by the state of meat to 
Tpatri t fl ' n prices, Rural Solidar- 
ity's appeals for more state 
intervention are falling on d ppf 
ears. 

Farmers used to race inces- 
sant official encouragement to 
sell as much produce as they 
could to the state are having 
problems selling livestock. In 
several dozen incidents around 
the country refusals to buy at 
procurement points have 
ended with farmers blocking 
main roads for hours on end 
until their produce was pur- 
chased. 

At Bisknpice where ora such 
protes t took place recently, a 


Goal for football clubs is survival 


THE FOOTBALL fan. Us arms 
punching the air to time to the 
chants on toe terrace, is 18 
years old, never misses a 
match mid cannot behave that 
his club Garnik Zafarze eonld 
ever disappear, writes Christo- 
pher Bobinski to Warsaw. 

Tm fart the club. the 
pride of Palish football, is fee- 
ing financial Trim most 

of the IS Other chibs to toe 
Bret division its management 
is desoeratelv se eking m one y 
to carry on beyond the end off 
the season to June. And it is 
having to taro commercial to 
survive. 

Until now, league players 
have generally been on the 
payrolls of state ente rprises, 
like the coal mines or the mili- 
tary and police. These days the 
league Is suffering to the aus- 
tere climate as the Govern- 


ment battl es inflation *m»l fac- 
tories cut wage bills. Many 
players have received three 
months’ notice. When that 

expires, dob riw iriiLim ltlm Mr 

Zygfryd Wawnyudc at Zafarze, 
in Poland’s coal lwinfnir dis- 
trict of Sflesia, think toe Gov- 
ernment «hmiM provide a sub- 
sidy for two yean to give toe 
dubs time to switch to folly 
professional status. 

His first team costs Zloty 
80m (£4,063) a month to main- 
tain and for the moment he 
has the equivalent off £45,600 
front transfers and matches 
abroad to make rads meet His 
club has a travel business and 
plans to open shops and 
expand advertising to raise 
funds. 

Legla, Warsaw’s top dub, 
which is run by toe army, saw 
the writing on the wan a year 


ago. Pressed by cuts to the 
defence budget. It began pre- 
paring for professional status. 
Now Legia is the owner of a 
construction company and is 
talking to Nord-France, a 
French building company, 
about a hotel project on its 
ground. 

The harsh wind off economic 
reform has caught Polish foot- 
ball at a bad time. There have 
been no recent successes for 
toe international team and 
league attendances, hovering 
at around 8,000 a week at an 
average first division game, 
are down on previous years, 
leaving clubs with enough 
gate money to cover only a 
fraction of costs. 

Factory workers rapport 
savings on wages for soccer 
players, who have long been 
seen as an expensive luxury. 


smallholder near to retirement 
and who baa a job to the town 
of Lublin nearby has no 
regrets about abandoning his 2 
hectares. 

“Fanning doesn’t pay," he 
says simply. He cannot under- 
stand what the Government Is 
trying to achieve. He says with 
a shrug: “Maybe they want to 
sell us off.'’ 

Mr Czeslaw Janicki, the 
Farming Minister, who is also 
‘ arguing for more intervention, 
has warned, his cabinet col- 
leagues that pork and beef sup- 
ply could drop by 30 and 20 per 
cent respectively this year. 

For the moment farmers 
have got the Government to 
lift food export ceilings and for 
the first time since the 1960s 
Poland is exporting more than 
20,000 tonnes of butter with 
producers ready to supply 10 

Hinwi that nwifwmt- 

But later this year food 
prices could rise and Imports 
begin. Private butchers to Poz- 
nan have already started talks 
with meat suppliers to both 
East and West Germany to 
ensure deliveries. 

The free market liberals in 
the Government are hoping 
that the squeeze on termers 
will speed up the summation 
of smallholders and encourage 
the growth of larger units 
which in the longer term is 
essential if costs are to be 
brought down. 

Indeed some, such as Mr 
Wqjtczak, Mr JanickTs 
deputy at the Farming Minis- 
try, are predicting an upturn in 
the countryside as early as 
next month once inflation and 
interest rates have been 
brought down to a monthly 
single figure. 
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: * ' .7kg, you won’t find them in the least taxing. 

They will however, give you all the power 
you need to run your business away from 
the office. 
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Take the new M211V for example, at 16MHz 
it’s on a par with a powerful desk top computer. 

Our M3 16, the flagship of the range, hosts 
the 386SX processor, which makes the most of 
386 design and graphics software packages. 

They both have the latest high quality, back- 
lit VGA screens, with 32 shades of grey for 
clarity. Black text on a paper white background 
even make interest rates easy reading. 

Power cases include two expansion slots, 
one which allows you to use memory hungry 
applications and another to link with your 
choice of industry standard fax or modem cards. 

We think it’s the best way to keep the 
country’s business on the move. 


Company 


Postcode 


Telephone No 



Olivetti Office Information Centre, FREEPOST, Manhattan House, j 
High Street, Crowthome, Berks, R811 1BR. ■ J 
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OVERSEAS NEWS 


Cost to Paris of African franc zone fuels devaluation debate ® 5*5?® 

Mike Hnband writes tha t the flourishing black market, slowing growth and high living costs have led to calls for change yjjit seeks to 

keep powers 


J uliet takes the aircraft 
from Lagos with her ba& 
crammed full of new 
shoes. Pedro plies his way 
along the Atlantic coast tram 
Accra in a crumbling moto r 
boat weighed down by drums 
of hQ- 

Both have learned that their 
best market is In the franc 
zone of West Africa. Currency 
devaluations in Ghana and 
Nigeria, and the redaction in 
prices this has led to, have cre- 
ated a flourishing regional 
market to unofficial goods. 

It has allowed black 
marketeers from those coun- 
tries to undercut producers in 
the 14 west and central African 
states which comprise the 
Commanaute Financtere AM- 
cafa <CFA) franc zone, whoa 
the World Bank estimates that 
the currency Is overvalued by 
SO per cent. 

“I've been crossing from 
Nigeria since 1 was nine years 
old," says Juliet *1 buy the 
shoes in Lagos. There they are 
cheep. In Abidjan shoes cost 
twice as much, so I can makes 
lot of money. The customs offi- 
cials, they know me now, so 
there’s no problem.” 

Pedro usually arrives in 
Abidjan from Ghana after 

India’s jute 
king held 
on currency 
charges 

By Gita Plramal in Bombay 

MR Aron Bajoria, a prominent 
jute manufacturer, has been 
arrested in Calcutta on charges 
of contravening India's Foreign 
Exchange Regulation Act. 

During raids of Mr Bajoria’s 
home and.ofllces incriminating 
documents were reportedly 
seised. Mr Bajoria has since 
confessed that be had remitted 
funds to a Swiss bank in viola- 
tion of India's foreign exchange 
regulations and offered to 
bring bads to his Indian 
accounts. 

Mr Bajoria, who was 
arrested on Sunday, was 
granted bail yesterday. 

In the last two years he has 
gmerg pa as 0010 Of the main 
jute mfllfl owners, acquiring 
the assets cS no fewer than five 
lossmaking mine. Along with 
his family-owned Hoogly USs 
company, this freshly cobbled 
today controls roughly 
15 per cent of the Indian jute 
industry's total production. 

AH five of the mills taken 
over by Mr Bajoria were 
acquired from members erf Cal- 
cutta’s jute aristocracy. Fami- 
lies such as the Blrlas, the 
Goenkas and the Bangurs sold 
their concerns to Mr Bajoria 
because of worries about a 
combination of a militant and 
unproductive labour force, low 
profits, and competition from 
synthetic yarns. 

With a background rooted In 
jute - his family have been 
trading in jute products for 
several decades - Mr Bajoria 
believed that if costs were care- 
fully controlled, jute could 
mice again become the "golden 
fibre" and as the mills downed 
their shutters, he went on a 
buying spree, buying them at 
fire-site prices. 

In recent months Mr Bajoria 
had started a reorganisation 
but his arrest Is expected to set 
back the process. 

CFC days are 
numbered 

NEC, the leading Japanese 
electricals group, has brought 
forward the date by which it 
will eliminate use of chloro- 
fluorocarbon 113 (CFC-113) in 
Its factories around the world 
from the year 2000 to' 1995, Ian 
Rodger writes from Tokyo. 

The decision comes in the 
wake of recent moves within 
the United Nations Environ- 
mental Programme (UNEP) to 
toughen the measures cm CFCs 
agreed In the 1987 Montreal 
protocol cm the elimination of 
substances that deplete the 
ozone layer. 

Tim Montreal protocol stipu- 
lated the reduction of some 
CFCs by SO per cent by 1998 
from the 1986 level, but a 
UNEP working group meeting 
in Geneva last week agreed 
that the protocol should be 
revised to call for a cessation 
of use of all CFCs by 2000. 

Moscow holds 
ANC aid level 

Soviet aid to the African 
National Congress (ANC) will 
continue at present levels, 
ANC leaders said after talks In 
Zambia yesterday with Mr 
Eduard Shevardnadze, the 
Soviet Foreign Minister, writes 
Mike Hall in Lusaka. "Mr 
Shevardnadze assured us of 
continued support for the 
struggle of our people, espe- 
cially at this decisive 
moment,” Mr Alfred Nzo, ANC 
secretary -general, said. 

The Soviet Foreign Minister, 
who was on his way to Nami- 
bia's independence celebra- 
tions, said the meeting was 
between "old friends” He also 
supported the move towards 
negotiations with Pretoria, a 
senior ANC official said. 


dark, “ft’s easier to get across 
the water near the city at 
night. I do the trip twice a 
month. That gives me enough 
to live on,” be says, refusing to 
say how much he earns from 
one barrel of odL 

The CFA franc has remained 
at a fixed parity of 50 to one 
French franc since 1948. “The 
CFA has brought stability and 
low inflation. Convertibility 
means that trade with the rest 
of the world is easier and com- 
panies can remit dividends, 
which is an incentive to Invest- 
ment. Devaluation would 
Shake mnflffenna and result in 
the flight of capital," one Abid- 
jan banker said. 

But the slowing of growth 
since 1980, the drop in world 
commodity export prices, and 
tiie halamy of payments defi- 
cits it has created, have inten- 
sified the debate over whether 
a currency devaluation would 
improve the economic situa- 
tion in the CFA zone. 

According to a Bank of 
England report published in 
1989, the cost of living in all 
hut one of the CFA capitals is 
hi gher thaw that of Paris, and 
double that of Lagos and 
Accra. Devaluation could 
reduce the cost of living as the 


reduction in domestic costs 
and the cut in incomes result- 
ing from it would improve the 
competitiveness of exports and 
go some way to relieving bal- 
ance of payments deficits in 
the CFA zone, which combined 
total $&3bn. 

Equally, the slump in com- 
modity prices and the rise In 
domestic prices which has 
been experienced since 1985 
throughout tire CFA zone has 
seriously diminished reserves 
of capital, particularly in the 
middle income countries. 

Structural adjustment pro- 
grammes ^drawn-up by many 

the World Bank mid the Inter- 
national Monetary Fund are 
aimed at both diversifying 
economies and Improving the 
competitiveness of exports by 
reducing domestic costs, which, 
would in turn lead to a reduc- 
tion In imparts. 

Critics of devaluation argue 
that imports axe already being 
cut dne to the drop in Income 
resulting from the producer 
price cuts and restrictions on 
credit transfers, but without 
fta flpg+nhfHgfnp affan t: a deval- 
uation itself would have. 

“Devaluation would mean 
rwmparrian would suffer enOF- 



mous losses as all the banks, 
who have borrowed in French 
Francs from France and lent 
locally in CFA francs, would 
take an enormous exchange 
loss. In the case of the big 
banks twa loss would far 
exceed their assets,” said a 

Knrilror fa Ahkffaw 


However, the convertibility 
of the CFA franc Is generally 
regarded as contributing to the 

Italanw* nf w wmwifa ripfirit an 

it allows the free flow of capi- 
tal out of the zone, usually to 
France. 

Although the CFA man is a 
convenient lucrative mar- 


ket for French, exporter s and 
i nves to rs, the same pressures 
forcing the debate over devalu- 
ation have increased the cost 
of convertibility to the French 
treasury. 

Dwindling foreign currency 
reser v e s in the economies of 
the CFA zone, caused by the 
commodity price fell, have led 
to the two central banks of 
Central and West Africa 
(BEAC and BGEAO) amassing 
a combined * 6 O 0 m overdraft 
with the French treasury. 

France’s role in maintaining 
convertibility is conducted 
through *u operations account, 
which allows for the automatic 
exchange of CFA francs for 
French francs. Sixty five per 
cent of the two African banks’ 
reserves must be kept in 
French francs at the Bank of 
France, which provides prefer- 
ential borrowbig for CFA coun- 
tries. 

Tbs cost to France of lending 
has brought the debate over 
devaluation to the heart of 
French politics. Mr Olivier Val- 
lee, a former banker wbo 
recently published a book on 
the CFA called “The Cost of 
CFA Money” cSaims the French 
Government would now like to 
share the burden with other 


EC countries. As the CFA 
becomes effectively aligned 
with the European Currency 
Unit (Ecu) this would techni- 
cally be possible. But the effect 
of a devaluation would vary 
between countries. 

“Due to variations In com- 
modity prices and the scale of 
borrowing from France, the 
less indebted countries would 
qo«» inflatio n rise if there was a 
devaluation,” says Mr Christo- 
pher Lane, an economist with 
London's Overseas Develop- 
ment Institute. 

In the Ivory Coast devalua- 
tion would reduce costs and 
improve corapetitivlty. Bat in 
tire poorer countries such as 
the benefits would be 
mfatmai due to existing low 
levels of wages. 

As commodity prices con- 
tinue to fell and the e«”inmic 
plight of the region deterio- 
rates, the onus is dearly on 
France to weigh the advan- 
tages against the drawbacks. 
Bat while French Government 
commitment to the currency 
remains solid, pressure is 
dearly mounting for steps to 
be taken which wQl allow the 
CFA zone to swim more 
strongly against the economic 
tide. 


Taipei students copy 
Tiananmen protests 


PLEDGE TO OPEN PALESTINIAN PEACE TALKS 


Peres asked to form government 


By Hugh Carrier In Jerusalem 


By John Elliott In Taipei 

A TWO-DAY Tiananmen 
Square style sit-in continued to 
grow in Taipei's most historic 
square last night as more than 
3,000 Taiwanese students 
called on the government of 
President Lee Teng-hui to 
speed democratic reforms. 
Nearly 50 students are staging 
hunger strikes. 

This could pose serious prob- 
lems for President Lee, a 67- 
year-old Taiwanese-born econo- 
mist, who will be returned for 
a six-year term of office at a 
meeting of the National Assent- 
bly today. He became president 
two years ago, without an elec- 
tion, on the death of President 
Chlng-kuo, son of Generalis- 
simo Chlang Kai-shek who 
founded the modem Taiwan, in 

1949. 

The president has partially 
defused the country’s growing 
political crisis by announcing a 
rutinmii constitutional confer- 
ence, which will probably be 
held in May, to map out a pro- 
gramme for reforms. 

These moves have persuaded 
the main opposition grouping, 
the Democratic Progressive 
Party, to announce that it will 
not stage large demonstrations 
to disrupt today’s election. But 
the offers have failed to 
impress the students, despite 
the delivery to them of a letter 
hand-written by the president 
asking them to leave the 
square. 

The students want President 
Lee to visit the square and 
speak to them himself- This 
has been considered by the 
president but he is being 
advised against going by secu- 
rity officials. The students are 


Lee: handwritten letter 

speeffidy demandi ng th«% «hniH. 
turn of the National Assembly 
and introduction of direct pres- 
idential elections. These are far 
beyond anything that is being 
considered by the Govemn- 
ment at present. 

At the heart of the. crisis lies 
the future of more than 800 
elderly members ' of the 
National Assembly and Legis- 
lative Yuan who are mostly in 
their 70s and 80s. They have 
been resisting government 
a ttempts to persuade them to 
retire and hand over to demo- 
cratically elected people. 

The students want to see a 
completely new political era. 
They have m odelled their dem- 
onstration on last year’s Tian- 
anmen Square student demon- 
strations in Peking. They have 
donned yellow he ad bands and 
are budding a five-metre high 
model of a Taiwan wild lily as 
their «nhiam of demo c r acy. 


PRESIDENT Chaim Herzog of 
Israel last night offered Mr Shi- 
mon Pores, the Labour Party 
leader, the chance to form a 
government to succeed the 
adintiiirttniHm of Hr Yitzhak 
Shamir, ft*u*d by a parliamen- 
tary vote of no confidence last 
Thursday. 

Mr Peres, vice-mender in the 
coalition with Mr Shamir’s 
Likud Party until it collapsed a 
week ago, now has three weeks 
in which to cement an alliance 
rqpahlp of wnrnnnndfag a pST- 

Tigmentry majority (Hit of an 
unlikely mixture of minority 
religious, left-wing and Arab 
parties. 

If he succeeds in doing so - 
which is far from assured - 
Mr Feres has pledged to forge 


ah«nf with US-bacted propos- 
als for Israeli-Paleatinlan peace 
talks aimed at achieving a set- 
tlement in the Israeli occupied 
West Bank and Geza Strip. 

Mr Shamir's refusal to 
accept Washington's terms 
without attaching strict condt 
tfons to rule out any involve- 
men* tor the Palestine Libera- 
tion Organisation cor Arabs 
living in Jerusalem precipi- 
tated the break-up of the broad 
lywHtifm with Labour. 

In consultations with Presi- 
dent Herzog over the past 

three days on which party they 

supported to lead the next gov- 
ernment, the 120 members of 
the Knesset (Parliament) split 
exactly in half between Labour 

and r.lknrf 


Mr Heraog chose Mr Peres 
because be said a majority had 
pi qwy<a»pri no confidence in Mr 
Shamir's gover nm ent jmd the 
leading represenative of that 
majority should be given a 
rfiMw to fawn an alternative 
gover nm ent. 

He also pointed out that with 
39 members, Labour was now 
the biggest parliamentary 
party foubwing the split from 

rjl end nf five <™dA »nfai 

Mr Peres nonetheless feces a 
difficult task in putting 
together a Labour-led coalition. 

Last night he srid he was 
prepared to enter a new part- 
nership with Idknd. But Lflrad 
is aim nut certain to reject his 
farm* imd q rriridy attacked a 

potential Bares g ov e rnme nt as 


belong backed by PLO support- 
ers. 

That leaves the outcome 
dependent on two religious 
parties, sba« and Degel Hato- 
rah_ They abstained or sup- 
ported Mr fih«nir in the no 
confidence vote, but Mr Bares 
will strive to woo them to bis 


His efforts win be strength- 
ened by already having the 
support of another religons 
party, Agudat Israel. 

Mr Peres has been prime 
minister before. During a 25- 
month period as leads starting 
in 1984 he ended Israel's costly 
invasion of Lebanon and tamed 
h-ipift rfi g it inflation. 


Famine food convoys head for N Ethiopia 


By Julian Ozaime in Dessle, Northern Ethiopia 


THE FIRST FOOD convoy 
beaded for the femihe stdken 
provinces of Northern Wollo 
and Tlgray left Dessle hi north- 
ern Ethiopia yesterday mark- 
ing the start at a relief opera- 
tion aimed at saving an 
estimated L25m starving peo- 
ple who are trapped behind the 
lines of a raging civil war. 

Two Soviet-made MiG fight- 
er-bombers of the Ethiopian air 
force flew overhead as church 
leaders, government officials 
anH hfeh ranking militar y offi- 
cers flagged off the 11 trucks 
loaded with U0 tons of wheat, 
milk powder and vegetable oiL 

The convoy will pass the last 
govern uen controlled check- 


point and crass into rebelheld 
t e rritory 35km north of Dessle, 
b et we en Hayk and Wlchale. 

The safe passage operation, 
which is being mounted by a 
consortium of church groups 
under the name Joint Relief 
partnership (JRP), has received 
the backing of both the govern- 
ment and the rebel Tlgray Peo- 
ple’s liberation Front 

If it fan«, a major 
will be unavoidable. The 110 
tons of food whb&L left yester- 
day for Kobo, 200km north of 
Dessle, will be the first food 
delivered with government 
s u ppor t Into te r ritory held by 
the TPLF since an emergency 
was declared in northern 


. following severe har- 

vest failures last November. 

Crossborder Operations from 
Sudan mounted by the Relief 
Society of Tlgray are' behaved 
to be trucking in 6£0<K8,000 
tans of food a month. 

The first convoy, which will 
be capable of feeding about 
6,000 people for one month, 
re pr ese nt s a drop in the ocean 
of need. 

At least 35^)00 tarns a month 
will be required for Tlgray and 
Northern Woflo if t h ousa nd s of 
deaths are to be averted this 
year. But if It is successful a 
major trucking operation wffl 
be launched to push up along 
the road from Dessle through 


Ahunata, Korexn, M«kg% and 
an as far as Adigrat. 

There are bridges down and 
we have to test the situation to 
see what the roads are like and 
how the convoy will be treated 
at TPLF checkpoints. At the 
mo men t we don't really know 
what we are going to find up 
there," said Rev Francis Stefar- 
nus of the JRP. 

The L25m people in Tlgray 
and WoHo who are the targets 
of this latest initiative repre- 
sent only a quarter of the esti- 
mated 4.4m people at risk from 
famine throughout Ethiopia 
but their inaccessibility to 
relief assistance makes their 
situation particularly severe. 


Reformers ousted as Seoul decides to go for growth again 


By John Ridding in Seoul 

SOUTH KOREA’S sweeping cabinet 
reshuffle, which saw 15 of the 27 min- 
isters lose their jobs at the weekend, 
marks a afaft in the government’s eco- 
nomic thinking - 

Eight of the 11 economics-related 
posts changed hands, including the 
deputy prime ministership, the top 
cabinet economic position. Mr Cho 
Soon, a champion of reform, stability 
and more equitable income distribu- 
tion, has been replaced by Mr Lee 
Seung Yoon, an advocate of "growth 
first” expansionary measures. 

The new minister has promised a 
"comprehensive re-evaluation of all 
major economic policies’ 1 and a new 
policy package is expected this week. 

At the root of the changes lies con- 
cern about the performance of the 
economy. Growth slipped to 6£ per 
cent last year, compared with 12 per 
cent in 1988, and exports, the tradi- 
tional engine of the economy, rose by 
a meagre 3 per cent Mr Cho Soon has 


been criticised for felling to arrest the 
slowdown and for a series of reforms 
which have antagonised the powerful 
conglomerates or chaebol which domi- 
nate the economy. 

"We may expect quite a dramatic 
change In the direction of econ o mic 
policy,” says Mr Ho C. Yang, manag- 
ing director of Dongsuh Securities. 
"There will be an emphasis cm stimu- 
lating the economy and improving 
export performance.” 

A cut in interest rates is forecast, as 
is a res to r ation of Incentives and sub- 
sidies to export Industries and the 
paging of credit constraints imposed 
on the chaebol 

In practice however, and particu- 
larly at the macroeconomic level, Mr 
Lee may find only limited room for 
manoeuvre. “The new new team will 
pursue a mare expansionary policy,” 
says Mr Thae Kwarg of Baring Securi- 
ties, "But they will have to keep one 
eye on inflation.” 


inflation has re-emerged as one of 
the principal concerns facing the 
economy. The consumer price index 
rose by 1 per cent in January, the 
highest monthly rise since 198L 
Rental prices, which escape the index, 
have increased at a much fester rate. 
Most analysts now feel that the gov- 
ernment wffl be unable to meet its 
target for the year of between 5 and 7 
per cent 

Constraints also exist in other 
areas. The US has already expressed 
concern about the declining value of 
tiie won, which baa fallen by 2 per 
cent against the dollar so for this 
year, limiting the scope for farther 
depreciation. In addition, Korea's 
exporters face slowing demand in 
their principal markets. With respect 
to interest rates, analysts say that 
inflationary consideratians allow only 
a slight reduction. In addition, most 
argue t be availability of liquidity is 
not the central problem. 


"ft is not that there isn’t enough 
money in the system,” argues Mr 
Philip Ham of Schraders, Tart that 
companies are not investing In facili- 
ties and HAD.” 

To this end, the reshuffle represents 
a l move to restate the damaged links 
between the chaebol and the govern- 
ment and an attempt to bolster confi- 
dence In tiie economy. "After a period 
of penalising the chaebol, the g o vern- 
menl will now try and coopt them 
into channeling resources into the 
type of investment, the economy 
needs,” says one analyst. 

But the price of re-establishing 
busmesaguwermnent links is likely to 
be tiie shelving of central elements in 
the government's reform programme. 

legislation at limiting 

land hnliBng a anil speculation. by the 
large business groups has already 
been passed, bat analysts predict that 
ft js now tmUkriy to be rigorously 
enforced. 


In addition, plans to farce the use of 
real names in financial transactions 
which will enable progressive taxa- 
tion of flreinrjal j pfaa and tiie fanple- 
mentatlan of a capital gains tax sys- 
tem. are expected to be postponed. 
Advocates aairii that the measures 
are necessary to ensure a more eqid- 
taMe distribution of wealth, but crit- 
ics claim it has prompted a weaken- 
ing in in v es tor n a pn w MH 

a flight of funds from the Seoul stock 
market. 

Any delay in these reforms, which 
were originally billed as important 
steps in tiie process of democratisa- 
tion, is expected to be unpopular. 
The g o v ernm ent will weigh this cost 
against the benefits of stimulating the 
econom y .” says a senior analyst at 
the Korea Development Institute. 
"Kit the danger is that we win see 
accelerating inflation without a corre- 
sponding rise in the economic growth 


By Angus Foster In Hong 
Kong 

HONG KONG'S anti-graft unit, 
the Independent Commission 
Against Corruption (ICAC), is 
to start lobbying this week to 
protect its powers as the col- 
ony prepares a Bill of Rights. 

The ICAC. given wide paw- 
ers in the early 1970s to help 
clean up Hong Kong’s then 
police force, is con- 
cerned that some of the mea- 
sures it believes necess ary to 
fig ht, corruption could contra- 
vene the Bib nf Rights. 

The Bill o f Righ ts, 
announced by the government 
last week, is intended to 
strengthen human rights in 
the colony. It win take prece- 
dence over existing Hong Kong 
laws following a two year 
freeze to iron out any contra- 
dictions with current legisla- 
tion- 

The ICAC is independent of 
the civil service and reports 
directly to the governor. It is 
empowered to investigate, and 
arrest without a warrant, any- 
one alleged to be conspiring to 
commit an offence uniter the 
prevention of bribery ord i- 
nance or any crown servants it 
suspects at corrupt practices. 

The ICAC is also allowed, 
again without a warrant, to 
search premises and seize and 
detain anything ft believes to 
be evidence. 

But the Bill of Rights con- 
tains clauses guaranteeing the 
presumption of innocence and 
protection of privacy which, in 
some circumstances, could 
clash with the ICAC Ordi- 
nance. Other ICAC powers 
which may come under review 
Include methods available to 
O frfain informatio n qq financial 
transactions. 

Co nunferioner David Jeaffre* 
son is expected to make a 
speech discussing the ICAC’s 
position under the Bill of 
Rights tomorrow. According to 
unconfirmed reports, the ICAC 
is also preparing a report justi- 
fying its powers and which it 
hopes to present to Hong 
Kong’s legislative council on 
the same day. 

New Zealand 
to privatise 
telecom group 

By Terry Hafl In Wellington 

NEW Zealand’s Labor 
Government yesterday con- 
firmed it would sell Telecom 
Corporation, in its biggest and 
most controversial privatisa- 
tion to date. 

The announcement, by Mr 
David Caygill, the Finance 
Minister, came in an election 
year economic statement that 
disclosed plans to restructure 
the railways for sal ej and to 
study whether the three inter- 
national airports could be sold. 

The prospect of the Telecom 
sale has spatted considerable 
unrest in the Labor Party 
which largely opposes the mea- 
sure. Before the last election 
the Government promised It 
would not be sold. 

Recent reports suggests that 
plans are advanced to sell it to 
an international consortium 
possibly including British Tele- 
com and Australian Telecom, a 
Japanese company and Bell 
Telephone of the US. 

Estimates of the value of the 
highly profitable undertaking 
range from f2L5bn to $4bn. 

Mr Caygill said the Govern- 
ment would retain a control- 
ling share. This is to ease the 
objections of its own support- 
ers, who were concerned at 
overseas domination. A Tpaked 
treasury paper said that up to 
99 per cent of Telecom coaM be 
gold overseas. 

However Mr Caygill said 
that the Government planned 
to place a 499 per emit ceiling 
an the shareholding of any for* 


Among other measures, Mr 
Caygill said that the immigra- 
tion policies would be relaxed 
to allow an additional 10900 
migrants a year to come to 
New Zealand. 


Flag — and expectations — raised in independent Namibia 

The true test of ‘liberation’ will be faced hundreds of miles from the capital, writes Nicholas Woodsworth in Ovamboland 


S OME 400 miles from the 
main celebrations in the 
Namibian ca£ritai of Win- 
dhoek. where dignitaries from 
around the world were gather- 
ing last night to celebrate the 
independence of Africa’s last 
colony, is Ovamboland, once 
the theatre of guerrilla war 
and the stronghold of the 
South West Africa People's 
Organisation. 

Although the focus of atten- 
tion now Is on Windhoek, 
whose streets and buildings 
bear testimony to the days 
before South African rule, 
when Namibia was a German 
colony, the success or faflnre 
of the 51st member of the 
Organisation of African Unity 
will largely be determined by 
the outcome of events In this 
key province, home to nearly 
half the country's i.4m people. 

Windhoek Is in many ways 
an artificial creation; until now 


ANGOLA 




ZAMBIA 


WMDHOBC 


a centre of white administra- 
tion backed by South African 
finance, it is wholly unrepre- 
sentative of the life led by the 
vast majority of Namibians. 

Ovamboland sits on Nami- 
bia’s Car northern border and 


occupies little more than 6 per 
cent of the country’s total area. 
In terms of productive contri- 
bution to gross domestic prod- 
uct it is insignificant; its peo- 
ple are subsistence farmers 

and animal ha rntemnm. But if 

Ovamboland is peripheral geo- 
. graphically and economically, 
ft is the political heart of the 
country. 

One of the 10 “ethnic" 
administrations set up by the 
South African-backed govern- 
ment of Namibia in 1980 along 
Imes gfaiflar to those of the 
“homelands” In South Africa, 
Ovamboland has long been a 
neglected area. Its use as a 
pool of cheap, migrant labour 
for Namibia’s mines and white 
commercial fanning areas to 
the south was the source of 
political opposition to South 
Africa’s rule of Namibia. 

By the mid-1960s Swapo’s 
opposition to migrant labour 


policies in Ovamboland had 
evolved into an armed revuito- v 
tionary struggle that took its' 
ideology and fending from the 
European communist bloc. 

South African attempts to 
contain Swapo turned Ovambo- 
land in to a military theatre; 
while often brutal counter-in- 
surgency activities for over a 
decade resulted in Swapo 
receiving overwhelming sup- 
port in Ovamboland, the war 
has had consequences that 
today pose major difficulties 
for the new government. 

The area's economic develop- 
ment has been dictated not by 
often corrupt and in e ffi ci en t 
ethnic admmlgtratta y ted by. 
the war. But many Ovanibos. 
left the land to live beside the., 
gingta aria along Which com- 
munications, transportation, 
power and water run through 
Ovamboland. They did so not 
only for safety, but for Jhe.efi> ;; 


nflndc opport unit y provided. ' 

ft Is estimated that South 
African troops generated about 
B24fen (£60m) a year in care 
sumption spending in northern 
Wflwfhta; TTmrh of thfo money 

went to Ovambbs in the form 
. of service sector salaries and. 
iniwnw generated through 
small duos and businesses. 

'White tne spending power of 
soldiers, police and chnttansaf 
the United Nations Transi- 
tional Assistance Group, 
Untag; has temporarily crate 
fonedthe economic blow of the 
withdrawal of South African 
troops, the economic future is 
not encouraging. An .artifi- 
cially inflated economy, will 
shrink with the departure of 
Untag personnel, unemploy- 
ment in Ovamboland -in the - 
last year has risen from 40 to 
.go per cent; it will become 
worse. . 

.Although the government 


him made- employment ana 
■ ' rural development its top prior- 
ities, it will be years before 
.such programmes can bring 
: results. Merely restructuring 

the Old flfanfalal f-fll 

and providing Gvambos with 
trahungi. and management 
capac it y to undertake develop- 
ment aremajor challenges, 
'Ovambo expect at ions mean- 
time are high. Jobs, improved 
health and education, and 
higher standar ds of Irvins are 
hlt awalted as the fruits of 
. independence. If Swapo does 
.- not soon succeed in .bringing 
.expectations to a realistic level 
in Ovamboland, economic frus- 
tration woald lead to dzfflnzt 

‘ ties for the government in the 

future. 

■ A more Immediate problem 
confronts the new government, 
however. A high level of suspi- 
rdon and mistrust exists 
between ihe Ovambo popula- 


ti ons a nd now demobilised 
security ttefawrf battalions 
raised among Ovanibos by the 
South African Defence Force. 
Together these total nearly 
4j000 men, many of whom not 
only remain dfadlfmrfnwwi with 
Swapo’s electoral victory, but 
have access to a™** 

Senior Untag nfffcfaTs in the 
area express serious concern 
for the period following inde- 
pendence and their with- 
drawal So do Ovambo leaflets: 
last week they sent letters to 
the UN caning for increased. 


measures. 

For the momQft, an indige- 
nous security force in northern 
Namibia is minimal, pending 
the formation of new police 
and defence ttnn» Until this 
power vacuum is fflM, politi- 
cal stability in Ovamboland 
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We'll have the Budget cracked by 9 o'clock this morning. Will you? 


This morning at 830am, we managed to tempt the 
tastebuds of an audience of top business opinion formers, 
at eight selected offices around the country. 

They were invited there to tune into breakfast tele- 
vision with a difference. On the menu was a thorough 
analysis of yesterday^ Budget, carefully prepared 
a panel of experts from Price Waterhouse, 
and produced by Financial Times Television. 
The special Budget programme was the 
first ever broadcast by DataVision, an innovative 


new service whidi exploits the satellite technology of British 
Satellite Broadcasting, 

DataVision allows you to broadcast either live or pre- 
recorded information to a chosen audience in this country, or 
indeed anywhere in Europe. 

It also allows you to transmit data, although this requires 
a modified receiver 

Either way control and secrecy are absolutely assured. 

. -Th c list of possible uses for DataVision is endless. Confer- 
ences, training programmes, new product announcements 


and confidential broadcasts to shareholders are just some 
that spring to mind. 

At DataVision, we’ll plan and cater for your precise needs, 
from installation to maintenance. And for considerably less 
than you might imagine. 

If we’ve managed to whet your appetite for 
this extraordinary service, be an early bird^^vS^^^ 
and talk to Patrick Scott on 01-233 6377 today, 

He’ll explain why DataVision is, quite^^^J^^ 
simply, the best thing since sliced bread. 
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AMERICAN NEWS 


Venezuela unveils deal to 
cut bank debt burden 


By Stephen FMIer, Euromarkets Correspondent 


VENEZUELA yesterday 

announc ed an agreement with 
landing mmm prHai bank credi- 
tors over a comprehensive 
package to reduce its $2Q.5bn 
hank debt burden. 

As expected the deal offers 
hanks more options than any 
previously agreed since the 
launch of the Brady initiative, 
named after the US Treasury 
Secretary Mr Nicholas Brady, a 
year ago. 

Under the agreement, bonks 
have the fallowing options: 

• To make new loans equiva- 
lent to 20 per cent of their 
exposure. The loans, to be con- 
structed as new money bonds, 
will be split 40 per cent 


between bonds of the Republic 
of Venezuela carrying a 1 per 
cent interest margin, and 60 
per cent bonds of the central 
bank, carrying a % point mar- 
gin. 

• TO exchange old loans for 
30-year bonds carrying a 14- 
month interest guarantee at 
either a 30 per cent discount or 
at a below-market interest rate 
of percent 

• To allow an interest “hah- 
day” for five years: banks will 
be paid 5 per cent for years me 
and two, 6 per cent for the next 
two years, 7 per cant in year 
five, and win then revert to 
floating rates at a margin of % 
point over money market rates. 


There will he a 12-month inter- 
est guarantee. 

• To exchange their debt for 
cash in a debt buy-back. The 
price at which the debt will he 
bought back has not been set 
but will be tied to the second- 
ary market price for bank 
loans. 

As usual with such transac- 
tions, significant work remains 
to be done to reach accord on a 
flnai agreement. 

However, with talks looming 
between banks and - the 

new WragiUan flrhrMT mi lt -fl H ffli, 

both the banks and the 
Venezuelan government have 
been moving to reach rapid 
agreement. 


US industry 
rallies to 
fend off 
chip threat 


Canadians tire of stopover 


By Louisa Kehoe In San 

Francisco 


Weather plays tricks with 


US trade and price statistics 


By Anthony Harris in Washington 


THE WEATHER continued to 
play tricks with US economic 
statistics yesterday, producing 
figures for January external 
trade (a $9.25bn deficit) and 


February consumer prices (up 
0.5 per cent) which looked 
much worse than they really 
were. 

The financial markets 
reponded with what is known 
in ffiiYia as a double-take, fall- 
ing nervously on the 
announcement, but recovering 
quite quickly as the details 
became apparent The dollar 
was modestly higher by mid- 
morning. 

Consumer prices rose 04> per 
cent in February, despite a 
relapse in energy prices from 
their high levels at the turn of 
the year; without energy, the 
rise was 0.6 per cent 

This was much worse than 
the expected 0.2 per cent, and 
appeared to suggest an acceler- 
ation in inflation. Bond prices 
were promptly marked down 
half a point and the bullish 
equity market went Into 
retreat 

However, the detailed figures 
showed that nearly all the 
overshoot was due to the early 
appearance of high-priced 
spring fashions at a time of 
year when the stores are nor- 
mally still trying to clear their 
winter stocks. (This effort 


Canada’s trade performance 
rebounded strongly in Janu- 
ary, returning to a surplus of 
c*67lm (£35 lm) from a defi- 
cit of C$9 lm in December, 
Statistics Canada said, Reu- 
ter reports from Ottawa. 

Exports rose 6.1 per cent 
in January to C$11.63bn 
from C$l0.951m hi December, 
while imparts dipped 0.8 per 
cent to C$l0.96bn from 

C$1 1.051m. 

Canada’s trade surplus 
with the US rose in January 
to C$U0m after dropping to 
its lowest level in the past 
eight years, C$208m, In 
December. 


which could have been 
resumed yesterday, because as 
the figures appeared, Washing- 
ton was contending with a 
minor blizzard-) 

This raised clothing prices 
3.3 per cent above their Janu- 
ary winter-sales level But for 
this oddity the index would 
have risen only 03 per cent, or 
0.4 per cent without energy - 
in line with the recent trend. 

The merchandise trade defi- 
cit widened from a revised 
$7.7bn In December to $9-23m 
in January. Ttds was consider- 
ably better than the $93bn am- 
sesus forecast in the markets; 
but the underlying figures 


were better stilL 

The wider deficit was due to 
the weather, the run-down of 
aU stocks during the December 
freeze-up led to a huge 44 per 
cent jump in oil imports in 
January, enough to account for 
virtually ail the 73 per pent 
rise in total imports to $4L3hn. 

Most other Imports apart 
firom clothing were little 
changed, and imports of cars 
and parts foil sharply to lust 
over 96fan, a figure not seen for 
some years. But the high 
Import total concealed a 
remarkable recovery in 
exports, up 4 per cent m the 
month to a record $33bn. 

This included rises of 14 per 
cent in consumer good exports, 
accelerating from their striking 
growth record last year to 
reach |33bn, and 13.4 per cent 
in capital goods, the mainstay 
of US merchandise exports, at 
fl3.4bn. 

9 The Department of Com- 
merce announced two improve- 
ments. in the trade report. 
From January, volume as well 
as value figures are being pro- 
duced, b&sed an the same 1987- 
based indices used for the real 
GDP teports; and exports to 
Canada will in fixture be b&Sed 
on Canadian import figures, 
which are regarded as much 
more accurate than US export 
statistics along thi« frontier. 


optical lithography operation, 
which makes euuhnhent of a 
type more widely used In chip 
production. 

Industry leaden in file US 
are believed to be aiscnsfing a 
riwffrf Jobtt Investment deal 
for <Wa milt. Meanwhile, the 
industry continues to seek 
government support for 
greater, controls on foreign 
acquis iti o ns . 
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Bernard Simon visits the transit lounge in Gander 3 


refugees 

Newfoundland 


A SURPRISE awaited 
Canadian immigration 
officials last Thursday 
afternoon when Aeroflot flight 
333, en route from Moscow to 
Havana, mads its usual refuell- 
ing atop at Gander, Newfound- 
land. 

Of the 195 passengers who 
got off during the stopover, 
only one nervous fantily of 
four Bulgarians, clutching a 
pencQ-wntten note in English, 
asked to stay behind. The oth- 
ers. haring exchanged their 
Aeroflot vouchers for Fepsis at 
the cafeteria, quietly reboarded 
the Ilyushin JXr86jet- 
The Canadians have become 
accustomed in the past three 
months to a rising flood of pas- 
sengers from Soviet and Cuban 
aircraft telling policemen and 
commissionaires in Gander's 

transit lounge that they 
wanted to stay in Canada as 
refugees. More than 50 passen- 
gers, roughly a quarter of 
those on board, skipped flight 
333 fixe previous .week. 

Indeed, when flight 333 Was 


US industry leaders fids week 
rallied to the perceived threat 
of Japanese acaukdtion of key 
high-teciuHriogy companies by 
announcing a six-company 
purchase of a semiconductor 
production e quipm ent division 
of Peridn-ISmer. 

The sale of Perkin-Elmer’s 
Electron Beam ltiaography 
division, with . estimated 
annual sales of $S5m, to a 
group of US corp ora te inves- 
tors, ' ardly rates as a big deal 
in itself. But the agreement, 
announced on Monday, is a 
symbol of US industry action 
• to fond Off What is seen as the 
threat of Japanese incursion 
Into the US high technology 
industry. 

International Bnsiness 
Machines, Du Pont, Grumman, 
Micron Technology and Zltel 
joined Perklh-Elnter and a 
group of Peridn-Elmer execu- 
tives agreed to become Joint 
owners of the sem icon d uct or 
production equipment opera- 
tion, rather than see it fall 
Into foreign ownership. The 
unit makes electron Beam 
lithography equipment, vital 
to the production of the next 
generation of chips. 

The deal followed months of 
closed-door ten« among lead- 
ers of the US high-technology 
industry. These were 
prompted by fears that Per- 

kfrrfflraer’s announced Intent 
tiou of divesting its semicon- 
ductor production equipment 
operations could lead to Japa- 
nese ownership of technologies 
critical to wthw semi conduc- 
tor chips, the bufldjng blocks 
for computers and electronic 

y g flt - 

fa. tin absence of direction 
from the White House, US 
Companies handed together. 
The bigger challenge Is yet to 
come, however. Peririn-Efr - s 
also plans to sell Its larger 


officials were just starting to 
process a group of 22, mostly 
Bulgarians, who had left two 
Cubana Airlines flights ea rl ie r 
In fixe day; 

Since last Thursday, virtu- 
ally no passengers have .left 
Aeroflot flights at Gandef. The 
foil-off to numbers h only a 
partial success for the quiet 
but increasingly urgent Cana- 
dian diplomatic effort to hold 
back a wave of east European 
refugees through Gander; To 
the frustration of Ottawa, refu- 
gees - most of them Bulgari- 
ans - have continued to 
stream in during the past few 
days. The only difference is 


that almost aU. the arrivals 
since last Thursday have been 
on Cabana rather than Aero- 
flot flights. 

The Canadians are con- 
cerned that the tide through 
Gander fa threatening to rot 
out of barn!- By the time the 
four Bulgarians bad been sent 
off to a local hotel to await 
their refugee board hearings, 
immigration offi cials at the air- 
port had processed 1,537 refo* 
gee claims since January 1, tri- 
ple the n umb er for the whole 
of last yeti:, and more than 10 
per tent a£ Canada’s total refu- 
gee intake in 1989. Another 148 
arrived last weekend and on 
Monday. 

The surge of refugee claim- 
ants. whom Aeroflot's manager 
at the airport Mt Vladislav 
Konopko prefers to toll “defec- 
tors’*, is a severe test both of 
Canada's traditional hospital- 
ity towards refugees and the 
resources of New found land, 
Canada’s pootest province. 

Mr Paul Green, the easy-go- 
ing manager of the Gander 
immigration post, sums up the 
ambivalent feelings of many 
Canadians towards fixe wave of 
east Europeans: “My own view 
is that Canada’s refiigee policy 
is a noble endeavour. But I 
have a contort* sometimes that 
there are refugees in camps 
who dre Waiting fix line to be 
processed. It can be argued 
that these people have jumped 
the line.” 

Although refugee boards 
have approved 90 per cent of 
the recent claims-, develop- 
ments in eastern Europe are 

TTMilriwg for thtt 

new arrivals to. convince Cdha- 
tftaii public opmlDh that they 
are escapihg persecution, and 



should not. be treated as nor- 
mal immigrants requiring 
visas. 

Noting that the number of 
fohxfly groups passing through 
Gander has risen sharply in 
the past few months, one 
senior Immig ration official pre- 
dicts that “the (braids’) think- 
ing is going to change as more 
and more freedom becomes 
available to people in those 
countries**. 

Curiosity rather than perse- 
ctxtioii has seemed the force 
driving same of the claimants 
to Gander. Two young Bulgar- 
ian. max last week impatiently 
told Mrs Bridget Foster, direc- 
tor of the Association for New 
Canadians, a non-profit agency 
in St John’s, Newfoundland’s 
capital, after two weeks that 
they were short of money, saw 
nd fixture for themselves in 
Canada arid wanted to go 
home. Mrs Foster says such 
requests are becoming increas- 


ingly commonplace. 

Gander provides a unique 
stepping stone to the outside 
world for east Europeans since 
travel curbs in their own coun- 
tries have eased. While the air- 
lines which made Gander a 
North Atlantic crossroads ir. 
the 19405 and 1930s no longer 
need to use the isolated air- 
port, as many as six Aeroflot 
jets a day plus several Cubana 
flights still touch down there 
torefueL , M 

Unlike the Irish authorities 
at Shannon. Aeroflot’s other 
trans-Atlantic refuelling stop, 
Canada does not require tran- 
sit visas. And Canadian law 
requires that anyone claiming 
to be a refugee must get a 
hearing. “It’s the easiest place 
to reach, and everybody knows 
it,” says Venko, a Bulgarian 
who arrived in Gander last 
weekend and refuses to give 
Ids surname. 

Refugee claimants have 
taken over 15 hotels and 160 
flats in St John's, as well as all 
but one of the hotels in Gan- 
der. 

The patience of many of 
those working with the refu- 
gees, including about 60 volun- 
teers, is starting to wear thin. 
“We had a voluntary deporta- 
tion yesterday, two shoplifters 
and a marriage," says an exas- 
perated Mrs Foster. 

Aeroflot and Cubana have 
ruled out trying to keep all 
passengers on board during the 
stopover at Gander. “We tried a 
to do it,” says Mr Konopko. 
“But if it’s SO or 60 passengers 
and a lot of them are young 
men, they start to fight with 
the crew. We’d rather have the 
safety of the crew than have 
the passengers.” 


f»l 


Thrift rescue ‘may cost au extra $162bn 9 


By PM»r FtkkSall, US Editor In Washington 


THE total cost of rescuing and 
reorganising the US savings 
and Joan industry will be from 
at least $32bn tife to as much as 
Ii62bn more than the $50bn 
approved last summer by Con- 


A report from a House Bank- 
ing Committee task force 
Beaded by Congressman Bruce 
Vento es ti mates $4Sbn of the 
original amount will be needed 
to cover losses involved in dos- 
ing or selling the 383 savings 
and loans institutions or thrifts 
taken over by the Federal 


authorities up to March 5. The 
original $5Qbn was supposed fb 
cover losses to 1992. 

tote expert* the fefltixiMi^dn 
additional 225 to 295 .thrifts, 
with losses of least $32bn to 
940bn. In addition, 295 to 325 
savings and loans are weak 
and may ndt recover on their 
own because they are losing 
money or will not meet tighter 
capital Stamfords introduced 
last year. 

Depending on the s e verit y of 
the losses, fixe shortfall could 


rise, as high as $162bn, Mr 
vmdn warned. Federal regula- 
fhrs have said there is enough 
money to last into next year, 
much to the relief of Congress 
in view of this November’s 
mid-term elections. 

Mr Vento has praised the 
Administration for proposing 
the rescue legislation, but criti- 
cises it for not providing more 
money, and for treating the 
problem as “a policy backwa- 
ter. 

“Political courage has with- 
ered away as toe AdmliUstra- 




Tb the Holders of 


Bearer Warrants (the “Warrants”) 
to subscribe up to ¥ 13,460,000,000 
for shares of common Stock of 


(Tncorpomted in the JttpiAOc of Kona with fin ited ttabiBty) 


NICHU CO., LTD. 

• ( the “Company”) 


US$ 40,000,000 


3 per cent Convertible Bends 2001 


issued in coiynnction with 

us. * 100 , 000,000 

3% per cent. Bonds 1992 

NOTICE IS HEREBY GIVEN AS FOLLOWS: 


NOTICE OF DIVIDENDS IN SHARES 
AND CONVERSION MICE ADJUSTMENT 


Notice is hereby given to toe holder^ of Bjpdt cent. 
Convertible Bonds 2001 6f Daewoo Heavy Imfciriei 
lid. that at a Meeting of the Bound of Directors held 
on 19th .Rhruary, 199ft the Company rcsaftcti to 
declare dividends in Shares tip the Sharchokfarsiiig- 
is tc re d as of 17:00 boon do 31st Decembbc; 1989. in 
proportion of CLQ5 Share per one Share abdt&epaj*- 
inent df fire dividends in Shares was approved by the 
Shareholders at the General Meeting of ShareboKdexs 
held on 8th March, 1990 and as a result of above divi- 
dends in Shares the con v ersion price yrafcdecrawed 
from Korean won 11462 to Korean won 10,630 per 
Share effective retroactively 1st Janxfatt£ 199ft 


dated ^dl^ruary, 1990 and made three issues of Yen 30 billion 
Convertible Bonds due 30th August,. 1996. Ten 30 billion Con- 
vertible Bonds due -29th August, 1997 and Ybn 20 billion Con- 
vertible Bonds due 31st August, 1998 in Japan on 13th March, 
1990. Oh 2nd March, 1990, the conversion price per share iu 
respect of such Bonds was determined to be Ten «L572 which was 
lower than the current market price per Share of Yen 2^93.70 on 
such day as determined in accordance with Clause 3 (viil) of the 


« Warrants 
heat: 


ostment ol tne subscription trice 
be made pursuant to Clause 3 (vii) 


2 ) Subscriptfoh Price as adjusted: 

3) MediveDateof adjiretsheht: 


: Yen 2,450.00 
Ten 2,422.20 


14th March, 1990 
(Japan time) 


Mavy IndiMftii Hit 


By: baf-ic 

Dated: 2 lst March, 1990 


NIGHBL CO„ LTD. 
hi Company of New York 
as Disbursement Agent 


Tb the Holders of 


to subscribe up ,575,000, 000 

for shares of common stock of 


Notice to Holders of 

DAISHINR 4N jGCK y LIT*. 

Warrants to for shares &f 


NtcMncb,, Lm 


Iteued in conjjtoicifeiii Willi fife Issue of 
US$70,000,000 - 3 Va% Guaranteed Bonds due 1992 


... ^ per cent; Bond* 1993 

Horrefc: i* hereby otvEa* asto&lows* 


In respect of the above warrants, notice k hereby given as 
follows^ - 


On 7tfa ixbniary, 1990, fe' Bc^ .of Direcfoi4 bf the. 
Company resolved to issue Daisfunpan Co.. ' Ltd. 
USS100,000,000 - 2Vi% Bonds dne 1994 with Warrants and 
Dafchhapan Co., .Ltd. DM100,000,000 - 1%% Deutsche Mark 
Bonds of 1 9900994 With W*t&flts to. subscribe for sifenx of Hie 
Company at the cxerrise price of Yen 1,446.00 respectively,- - 
which was less (fab the current market price (Yen 1.45&30) per 
share of the Company as calculated pursuant to the provisions of 
the I ns tr nm tefat dared. September, 1987, made by the 
Company (“Insdranaw”). 

As 4 result of foe aboVfc too fes he* of foe Bonds *4th 
Warrants, the Subscription Price (as. defined in the instrunKUt) 
of foe above wariantt pfer Shake of dornmon dock baS bedn 
adjusted, pursuant to foe pnmaons of Clause, 3 of foe 
Instrument, as follows: . - 


^Comraay^nftoi^byrestrfutronsofitsBoardofDiroctors 
dated 1990andmade three issues of Yen 30 billion 

Yen 30 billion Con- 
&3 1 Attgb*VMg7 and Yen 20 billion Con- 
im “Japan on 13th March, 
1990. On 2nd March, 1990, the conversion price per share in 
respect of such Bonds was determined tobeVen 2,572 which was 
lower than the current market price per share of Yen 2,893.70 on 

ata " 116 n “ de P” 3 "” 1 e 


li Subscription Price tidfofe adjustment-. Yen 2,6&k.0G 
2j Subscription Price as adjusted: ?en 2 , 655 J 5 © 

8) Effective Date of adjustment: 14th Mardu 1990 

(Japan time) 


Current Subscription Price JiS- share: 
Adjusted Subscriptidn Kice per share: 


Yen 99150 
Yen 99120 


The said adjufenent -of the Subscription fcice beaube 
<fiective as from 17fo February;199piXl8pm.tbto)'. ■' : ^ : s . 


NrcmCO^LTD. 
By: Dax-Ichi Kangyo lhist .Company of New York 

Dated: 21stMarch, 1990 Disbureemeht Agent 


DAISH3NPAN CO., LTD. 

17-26 Mmami-scnba, l^toome:Orio-ku, Osaka, Jhpan 
' D«ea^i« Sfkrdi, 1990 




fion has got a better look at 
toe Grand-Canyon-sized hole." 

Separately. Mr William Seid- 
m&n, chairman of the Resolu- 
tion Trust Corporation, which 
handles the rescue, has made 
proposals to its oversight board 
for putting cash into some 
insolvent thrifts without tak- 
ing them undo 1 flxll control 

One idea is that if a thrift 
Mis to meet the new capital 
requirements and an outside 
investor is willing: to inject 
some cash. Federal authorities 
should also contribute. 
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We’d like to introduce a major counter-inflationary 
measure. It's called the Vauxhall Price Protection Plan. 

When you order a car or van, we guarantee that the 
price you are quoted is the price you will pay. 

If there are any price rises before you receive your 
vehicle, ignore them, because they won’t apply to you. 

All we ask is that you agree to take delivery of your 
Vauxhall within 3 months of the date of your order. 

No other manufacturer can offer you this protection. 

But it’s far from the only way that a Vauxhall can 
help you hang onto your cash. 

Since August 1985, all Vauxhalls have been able to 
run on cheaper, unleaded fuel. 

And when it comes to running cost per mile, their 
excellent fuel efficiency and low servicing.costs keep them 
highly competitive. (In fact, the Cavalier 1.6 GL is far 
cheaper to run than any other 1.6 - 2.0 litre. family saloon.)* 

Proof, surely, that Vauxhall 
sticks to the budget which really 
matters. Your own. 

BPW WUXHALLB BACKED BYTHEWORLOWDEBESOOWES OF GEWJWJIOT^ *S0ORCE MAHACOeff SSMC& ASSSTANCC KKRRMfTY SCHEME, RMG 0800 444 200. 


VAUXHALL.ONCE DRIVEN, 
FOREVER SMITTEN. 
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The language of 
international business 
isn’t English... 
it’s the language of 
our customer. 

'repare for 1992 now. 


S 


Communicate in your customer’s 
language and call Berlitz today on> 

01-5806482 London 

021-6434334 Birmingham 

031-2267198 Edinburgh 

061-2283607 Manchester 

0532-435536 Leeds 

FAST AND EFFECTIVE 

Courses are taBor-made to meet the particular 
W needs and schedules of both you and your company. 


To the Holders of 

cowtrawim 

Class I Floating Rate Bonds Dae 3/20/2018 

Pursuant to the Indenture dated as of December 1, 1986 
between Collateralized Mortgage Obligation Thist Sixteen and 
Itexas Commerce Bank as Thistee, notice is hereby given that 
the interest rate applicable to the above Bonds for the interest 
period from March 20, 1990 through June 19, 1990 as decennined 
id accordance with the applicable provisions of the Indenture, is 
9.0625% per annum. Amount of interest payable wfll be 
$15.96044612 per $1,000 principal amount. 


COUfflBMLJZH) MORTGAGE OBUGATIM TRUST SDCIEBI 


SWANSEA 


1st Choice for 
BUSINESS 


WE HAVE THE COMPLETE PACKAGE 
B-^rnietprise Zone Tax Benefits 


Factories & Offices 


sa^ Rate Free Periods# 
tonal Grant s 
B" Serviced Sites 


For your Business File 
plus details of grants 
and incentives r*ng> 

Midud Buna On 0792 «766M 
or write la 

Michael Bums, Assistant Director,. 
Swum Centre for Trade Ac 
IndnstiY. Singleton Street, 
Smniu SA OQH 



MAJOR BUDGET 
PROBLEMS? 


ChuiesBiHKrWtneyaftmU, 
die Lies longest established 
ParHamcnary Consultancy provides 
itpeMkeoatattagad 
assemmax service covering 

• Pull deoils of the Budget Statement 

• Stage by stage coverage of the 
Finance ML amendments and 
Standing Committee. 

• Advice on Impfemenenloa of the 
BiU and nepresaotsRfoaao 
Whitehall & Westminster 

GocUKt Erie Sonnies, CBW&P 
30 ftrriqgdon Street London, 
EC4A4EA(1bt 01-634 W82) 

CHARLES BARKBt 
WATHEY& POWELL 

».. yCn— nUtanlK 


AMERICAN NEWS 


UK remains 
on sidelines 
in spite of 
improved ties 

By Robert Graham 

THERE could be no sharper 
contrast within Europe over 
attitudes towards Latin Amer- 
ica than those of Britain and 
Spain. While Latin America 
has become the most visited 
region outside Europe by 
Spanish ministers over the 
past decade, it remains the 
least visited as far as British 
nfftoiaiu are concerned. 

No British prime minister 
has ever formally visited Latin 
America, and despite bring in 
office for 10 years, it Is the 
only continent which Mrs Mar- 
garet Thatcher, the British 
Prime Minister, has yet to 
tour. Her sole visit was to 
attend the 1981 North/South 

miu ii h H in. 

With ftffi diplomatic rela- 
tions restor e d b etwe en Argen- 
tina and Britain, this ta 
removed a si gnificant 
obsctacle m the UK’s relations 
with the region. Zh turn this 
could now lead to a higher 
profile British presence in 
Latin America. However, Brit- 
ish trade with the region 
accounts for no sure than LS 
per cent of its total exports, 
about the same as trade with 
Denmark. Such a low trade 
lonffie cont i nues to condition 
the priorities in Whitehall. 

Nevertheless, with Latin 

Ammrirsm leader , S *nd aspiring 

presidential candidates mov- 
ing away from import substi- 
tution models to market econ- 
omies with an emphasis on 
privatisation, more interest 
has been shown in improving 
ties with the UK. 

Additionally, the Issues of 
debt, drugs and the enviro- 
n eum t have tended to place 
Latin America higher on the 
political agenda.'HbweYer, the 
I m p ort an ce of these Issues will 
now have to be weighed 
against the needs to focus 
more closely on events hi east- 
ern Eraopa. However, British 
officials insist that the latter 
should not be a drvierslan pro- 
vided Latin American coun- 
tries begin to show signs of 
economic Improvement and 
retaining to growth. 

Britain’s trade in the first 
nine months 1889 was aUghtiy 
down on the previous year. 
The main t rading - partners are 
Brazil, Mexico, Venezuela and 
Chile accounting for almost 
two thirds of the totaL 


Spain seeks larger Latin American role 

Peter Bruce looks at the background to Felipe Gonzalez’s recent diplomatic initiative 


I F Mr Felipe Gonzalez, 
Spain’S Prime Minister, 
could plant -one dominant 
image of himself in the wi mfe 
of his countrymen, it would 
surely be a picture Spanish 
newspapers used of him during 1 
Ms Latin American tour last 
week. He is in his jet, flying 
from Venezuela to Chile, 
talking politics with Mr Daniel 
Ortega, Mr Oscar Arias, Mr 
Rafael CaXkQas and Mr Carlos 
Andres Perez, the presidents of 
Nic a ragu a , Costa BJca, Hondu- 
ras and Venezuela respec- 
tively. 

Far away from imitating 
political and economic prob- 
lems at home, Mr Gonzalez is 
precisely where he wants to 
be - playing the international 
statesman and cmntiQtator, the 
bridge between a new Latin 
America and a new Europe, 
ffis visit was the political high 
point of a renewed effort by 
Spain to raid a place of Influ- 
ence for itself outside its own 
borders. For obvious historical 
reasons, that has to be Sooth 
America. 

Madrid has tried before, with 
only modest success. In 1988, it 
granted Argentina’s new demo- 
cratic Government a $3bn 
package of trade credits, aid 
and debt relief but it has got 
little in return, in fact, 
although. Spain maintaine an 
overall trade deficit with Latin 
America, trade volumes have 
been shrinking steadily ever 
since joined the Euro- 

pean Community in 1986. 

Spanish companies were 
badly damaged by hm Latin 
American debt crisis and have 
sharply cut their presence on - 
the continent and in Central 
America. Spanish banks, once 



FeUpe Gonzalez. Carlos Andres Perez and Daniel Ortega last weriE 

Mans, a Catalan economist 
says. Mainly because of Spain’s, 
membership of the EC, “the 
Tatim see Madrid going in' 
another, direction." . 

EC wmmhBraTiip Tiaa tarn at 

Spanish loyalties. On the one 
hand, Mr Gonzalez badly wants 
the old colonial power to be 
viewed now as South and Cen- 
tral America’s bridge with the 
Community. On the other, he 
often faces either opposition or 
a simple lack of interest in his 
ideas from other JHJ leaders! 

Spain appears to have failed, 
for instance, to secure extra EC 


plentiful in the region, have 
largely stopped operating in all 
but the most secure offshore 
bases, and are no longer in a 
position to provide support ser- 
vices to Spanish exporters stQl 
doing business there. Spanish 
loan risk In l£tin Ameri ca jg 
now less than $lbn, much of 
which is State guaranteed. 

But the last few months 
have seen a rapid increase in 
economic initiatives. In Janu- 
ary, King Juan Carlos signed a 
three-year $4bn credit, and 
trade pact with Mexico and Mr 
Gonzalez, last week, signed a 
similar $3bn deal with Vene- 
zuela and one worth $2bn with 
the new Chilean leader, Mr 
Ztotrido Alwyn. 

Although Mr Gonzalez had 
some solid economic objec- 
tives, during Ms visit Mr Gon- 
zales’ trip was largely politicaL 

"Spain baa the need from 
time to time to go there and 
assert herself;" Prof Joaqtrim 


year, with most member states 
agreeing to put more cash the 
way of Eastern Europe. . 

Divided loyalties also, get it 
into trouble. Last year -Madrid 
toyed with the idea at impos- 
ing visa requirements an South 
Americans out quickly dropped 
it after distinguished figures' 
like Gabriel Garcia Marquez 


threatened never to set foot m 
Spain, again. But visas, accord- 
ing to EC rules, will one day be 
required, Madrid also irritated 
the entire continent by ini- 
tially its 1992 celebra- 

tions of Colombus’ voyage of 
discovery in 1492 to the New 
World the year of the discovery 
until it was pointed out that 
the locals were there first. The 
.theme of the celebration s are - 
now known as el re-enauntro 
Che meeting). 

Neither, has Madrid quite 
hpyp able to play the linking 
rule it wants to between Cen- 
tral America and the US. Span- 
ish outrage at the US invasion 
of Panama last December was 
matched only by its powariess- 
. ness , to soften its effects. And 
Mr Gonzalez appears to have 
miscalculated quits seriously 
in persuading Mr Ortega to 
finally hold free elections in 
order to satisfy Washington. 

Madrid quite definitely 
thought Mr Ortega would win, 
which he did not. Mr Gonzalez 
has since gone to great pains 
to mollify Mr Ortega and to 
after public declarations to the 
effect the Sandinlstas remain 
the most powerful political 
force in Nicaragua and that It 
was Mr Ortega who restored 
democracy in the country. 

The Sj ptmfah leader has 
offered to mediate In finding 
ways to dismantle the US- 
backed Contras, including 
offering Spanish troops to mon- 
itor contra “collection points” 
inside Nicaragua -a copy of the 
system the UK used in Rhode- 
sia to 1979- where they would 
be disarmed, having first been 
allowed to enter the country 
carrying their weapons. 


Mr Gonzalez probably does 
have a serious political voca- 
tion, at least in the medium 
tsnn, in Latin America, where 
it is hard not to make compart- 
sons with the newly emerging 
democracies in the region ana 
Spain's own experience after 
thedeath of General Franco In 
1975. 

Mr Gonzalez was happy to 
play the role of rider states- 
man and even took the trouhle 
to point out that while General 
Franco became a lone dictator, 
countries like Chile and Nica- 
ragua have been run by 
armies, which would now have 
to be democratised. 

“Democracy in the military 
Alla ns being trained to obey 
the national sovereignty (the 
civilian power)," he said, 
clearly speaking to both the 
Chilean and Nicaraguan armed 
forces. 

Mr Gonzalez is the only 
leader of an Industrialised 
western country that can folk 
to Americans in Spanis h , 
but winning their respect is 
only one half of the battle. In 
order to be effective in the 
region, Spain has to be able to 
influence noticeably both US 
and European policy there. So 
for, it is not. 

He bad a last chance to shift 
Western opinion about his 
pnHtiffftl clout in South' Amer- 
ica when be met the Cuban 
leader, Mr Fidel Castro in Bra- 
anl late in the week, for what 
seems to have been a vigorous 
exchange on the follies and vir- 
tues of communism. Turning 
Mr Castro around, or just a 
little, would have been some- 
thing but Spain has learned 
the hard way not to expect too 
much of its old colonies. 


Latin America competing with E bloc for EC attention 


by Tim Dickson in Brussels..' 

RELATIONS BETWEEN the 
Eu r o p ea n Community and the 
countries of Latin America 
were distinctly low key before 
Spain and Portugal joined the 
EC in January 1986. Contacts 
were already widening under 
Mr Claude Cheysson, the first. 
Commissioner to be given for- 
mal responsibility for the 

region, hut the enlargement at 

the Community totake in the 
two Iberian countries has 
turned oat to be the main cata- 
lyst for change 
The growing preoccupation 


with fids "Latin” dimension in 
Brussels foreign policy is fflus- 
txated by the recent co-opera- 
tion agreement between the EC 
and the countries of Central 
America, providing scope not 
only for enhanced economic 
but also for new 


Next month, EC Foreign 
Ministers will get together 
with their Central American 
counterparts in Dublin as part 
cf a now well established series 
.of annual meetings. This will 
be followed later in the year by 


a trimtiwr exercise with the 
democracies of Latin America 
grouped in the Rio Group- 

Closer EC relations -notably 
with Central America -have 
been helped by perceptions of 
the Community as a neutral 
buffer between tiie two inter- 
fering superpowers. 

That may already seem a lit- 
tle outdated today but the EC’s 
Interest in the region is now 
being given practical expres- 
sion through financial support 
of around EcuSOQm ($238m) for 
the economics payment system 


of the emerging Central Ameri- 
can Common Market. 

Further south a new 
co-operation agreement cover- 
ing areas like economic help, 
scientific co-operation and 
industrial joint ventures has 
just been faHianad with Argen- 
tina and over the next few 
days, the Commission is expec- 
ted to seek a mandate from the 
member states to start negotia- 
tions with Chile and Paraguay. 

With the EC’s attention so 
firmly directed tow ards unifi- 
cation of the two Germanics 


and other eme r g i ng democra- 
cies in Eastern Europe there is 
a danger that Interest in other 
regions of the world will wane. 
In its revised budget plans for 
the next three years the Com- 
mission has proposed that 
Latin America and the Asian 
and Mediterranean countries 
should between them be guar- 
anteed the same amount of 
money, Ecultm, as the whole 
of Eastern Europe. The main 
decision making body the 
Council of Ministers remains 
to be convinced. 
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Japan to 
step up 
aerospace 


_ . mm _ . JAPAN plans to intensify 
efforts: to find International 
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opto* pew aircraft 
as part of its. drive to become a 
major force in the aerospace 
industry, Paul Betts, Aero- 
space Corre^Jident, writes. 

Mr Shimehiro Qhta, director 
of the aircraft , and ordnance 
division of 'Japan’s Ministry of 

Internationa] Trade and 

try (MM), said- Japanese aero- 
space officials and tadustrial- 
lstawould be scolding Europe 
and the US in the next-year to 
seek collaboration ventures in 
_ .. aircraft components, especially 

l ?- *-.? 5 £ in hydraulic. Sight control, and 

crt^ « fuel systems, ■ - 

'Be stressed Tokyo was pro- 
moting an international co-op- 
erative approach to aerospace 
fl iM j fjiat g nm u fnwit 

support was bmited to projects 
involving joint International 
collaboration. 

Mr Ohta told a seminar 
organised by the Department 
of Trade and Industry, that 
Japan continued to lag behind 
leading -Western nations in the 
aircraft sector. It had concen- 
trated on airframe and aero-en- 
gine collaboration^ but now 
wanted to extend this to the 
compone n ts sector. 

Such a move could offer new 
opportunities for TIE aerospace 
companies to penetrate the dif- 
ficult. Japanese market A 
report prepared by the Inter- - 
matrix group for the DTI semi- 
nar says a window of opportu- 
nity exfstb Cor UK aerospace 
companies which' could .be 
short-lived as competition from 
other potential international 
partners intensifies. 

The report says sow is a bet- 
ter time to try to establish Trie? 
thmships with Japanese com- 7 
parties while the UK has 
something to "bring” than 
. later, when _ 

“w. will not be so fr 
r. Apart from the components 
sector, -Japan has launched 
studies on two civil aircraft 
-.■ 1 ' projects. These include plans 
-" " to develop a 75-seat regional jet 
■ - - and studies for a future guper- 
sonic airliner.. Japan has tradi- 
.77 tionally had close ties with, the 
. US aerospace industry. Com- 
T merdally, it is a partnm- nf the 
7 -. Boeing 767 twin jet afrimer and 
"is negotiating fairing a stake in 
":,.'.the 767X, Boeing's new $4bn 
- (£2Akm> wide-body airliner pro- 
gramme. 

— But while Japan is expected 
to continue its privileged rela- 
tionship with the US in the 
large commercial airline sec- 
tor, it is looking for European 
partners for its smaller 
regional jet programme. — 

Mr Nanao Shiobara, general 
manager of international pro- 
grammes, aerospace division of 
Mitsubishi Heavy Industries, 
said the US alrcnift.inaker had 
no plans to develop a small 
regional jet In Europe, how- 
ever, several aircraft: makers 
are investing in regional jets. 

Japanese aerospace compa- 
nies visited all major European 
groups involved in regional 
jets last November including 
British Aerospace (BAe), Fok- 
ker, Aeritalia, Aerospatiale and 
Messer schmitt-Bdlkow-Blohm 
(MBB). 

BAe, with the 146 and Fofe 
ker with the F100, already have- 
products in the regional jet 


attentio 


tions 


Comecon’s uncoparadely threat to Cuba 

Trade relations with E Europe are not what they used to be, writes Robert Graham 

I 


N ONE of his now dxazao- . Cuba, situated more than 7,000 
■terfetic excoriations of his r mDes away frnra its market. 


former : aIfies in eastern 
Europe, President fide! Castro-'; 

. of Cuba commented of the ; ; 
. trading bloc Cdmecort % wasT 
. customary , in. Comecon . meet v 


. fogs to cttll those «Hendingf : 

''comrades*. Now the -word 
‘comrade' tbas been abolished 
bya-fow tcemherew Others do 
, not even call them "comrades'. - 

■ They call them 'gentlemen' 
and ‘bwttefdr 'mlss’-ifaiere is' 
one there.* 

. These new gentlemen, and - 
ladies threaten a profound wpek' 

. change '-in Cuba’s well-estab- were aim 
lished trade patt e rns wit h east- . 
exit Eioirope. The economic 
models being developed fn 
: Czechoslovakia, Bungary, and . 

■ Poland plus the fast metamor- 
phosis of. East Germany into a-- 
united capitalist Germany axe 
expected to lead .to cuts -; if 
not a. break - in c<numercxal- 
relations and aid nows. ' .' ; 

Although these four coun- . 
tries, account feu; less than: 15 
per ' cent of Cuba’s annual 
lllbn- two-way trade with east 
mi Europe, the impact of these 
changes will be great. Cuba' 
cannot easily make up for even 
a gradual slow-down. -in east 
trade links. Nor prn 


The 

slack; who© elsewhere inaritets 
are slim and the "capitalist 
country” trade volume of. 
H-7bn is in effect capped by 
credit problems. • 

The UOTHveUinfr of the com- 
mercialUnMgebetweeh the 
Soviet .Uhfon and tifo'-test ex' 
Coinecon will also inevitably 
produce a knock-cb effect ixf 
such! a peripheral partner as 


Within the Soviet Union,. 
Moscow’s annual ¥2bn-$3bn 
worth of assistance to Cuba is 
increasingly questtoned. Delib- 
erate and drastic cuts ar* 
unlikely in the short term, 
es p ecially in vital oil snppfies 
running at 12m tons a year. 
But ia diacusetohB on trade 
and. aid after this, .the' final; 
yemr t# the present CnbanrSo- 
vfot ftye-year agreement file 
Soviets are putting everything 
under ifce microscope; and last 
Shout Cuba there 
ated emergency;, 
erogae* tQ.cope with ft shot- : 
faTf.hi oil ddbwies, 

Soviet Union Is 
unhappy, for instance, about 
some 15 per cent of Us mer- , 
chant p$<'i plying to and from 
Cuba.; Cuban ports are small 
and'thrir poor handling faefli- 1 
ties §11 ow little room for 
savlxigS throo^L fewer sailings 
in larger vessels or quicker 
tou%vound. times. . 

-Cuba felt the winds of 
-' change at the 44th session of 
Oomecop in Sofia, Bulgaria in 
January when it found itself 
' afrnost totally Isolated in sup- 

pocting tbe organisatkqi's con- 

tinned exbtepoa on the basis of 



Uni«?n itake up'the/' centrally-planned economies. 



r boron, marj 

market But Aerospatiale; Adrl'T 'anotifer ' 


talia and Cara of Spain are 
Jointly studying developing a 
regional jet, while MBB la 
studying a similar iaoduct in a 
joint .venture with the .China, 
nal Aero-Technology 
and Export Corpora-' 
Japan la believed to be 
itKcisted to posmide co-opera- 
Wlth either group- 
r Shiobara said Japan saw. 
cooperation opportunities 
lvipg Japan,' Europe and 
. developing a pew- 
tion supersonic conuner- 
alrcrafL He mgued there 
only room, for ona such 
pntafUwg’ br 03 d coUabr 
between tIS.' European 
Japanese partners. . 
ie three leading aero-en- 
compahies, General Elec- 
and Pratt and Whitney to 
US and Rolls-Royce in . the 
.have indicated interest in 
•rating in studies to 
p an for a new 

ivsonic aircraft. Japan Is 
ting with Rolls-Royce 
Pratt and Whitney in the 
72500 civil jet engine which. 
Mwers the Airbus A320, the 
4321 and the new McDon- 
iell-Dougias MD90 twin-engine 
tiriiner. 

Mr Jean-Pierre Lehmann of 
htermatrix suggested aero- 
ipace will be a critical sector 
'or Japan to the 1990s and 
Koome a leading sector in the 
text century. 


EC dumping 
duties on-.. 
Japanese 
ferroboron 

THE European Commission 
has imposed anti-dumping 
duties on Japanese exp ort s of 
ferroboron, an additive used to 
make steel more durable, 
which - St derided was. being 
sold at imfolriy - low prices 
within the EC, I W Kefiaway 
reports ftmn Brussels. 

The decision ts important 
within tile Community, as fer- 
roboron is closely linked to the 

fortunes of the ^steri imhutiy. 
It comes when US-J§panese 
relations on dumping are 
strained, and when all parties 
are trying to reach a common 
approach to dumping mea- 
sures withto the Gatt Uruguay 
Bound. - 

The Commission said yestmv 
-dayHt had found evidence oH 
dumping between 1985 and 
1988, when - imports of forybbo- 
ran tram two Japanese compa- 
nies rose from 54 tonnes <SJ 
per cent of the European marr 
ket), to 488 tonnes, equal to 

almost 40 per Teat 

" During that' time, the 
dumped goods were found to 
be under-cutting average Com- 
munity prices by 1&2-2L8 per 
cent, resulting In financial 
tosses or squeezed prafits by 
EC producers. 

The Commission argued that 
failin g imposition of a dump-, 
fhg duty, the European indus- 
try might have had to- cease 
production altogether of Henri*- 
"sin, 


sector because of imports. 

: 'Hie level of duty, which is. 
only pravishmal; wiH.be- 
per cent for Japanese exports 
of ferroboron, except for that 
-produced by Tahagi Iron, for. 
which the duty win be 3X4 par 
cent. r. • *. S', 

• • The Commission . has 
started a review of anti-dump- 
ing; measures oh artificial 
- cor undum from the Soviet 
Union, Hungary, Poland 
Czechoslovakia and tlhlna. 
The European Council of Fed- 
erations -of the Chemical 
Industry has com plained exist- 
.tog price commitments' have 
not succeeded to stopping 
dumping. 
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S Africans in 
steel plant deal 
' with Taiwanese’ 

: THE Sdutii African ferro-alloy 
producer Soxnancur, and EQ^i- 
vrid Steel and Vanadium, ue 
reported to have signed a -let- 
ter of intent with a Taiwanese 
steel producer for a Rlbn 
(£l58m) cold-rolled stainless 
steel plant in Taiwan and a 
R2bn hot-rolled plant to South 
Africa, AP-DJ reports from 
Johannesburg. 

Johannesburg's Business 
Bay yesterday quoted Mr Hans 
Smith, Samancw’s chief execu- 
tive, as saying to Taiwan, 
where hejmd Mr Leslie' Boyd, 
High veld's chairman, signed 
the deal, that the 200,000- 
tons-a-year Taiwan plant 
would be for downstream pro* 
cessing nf hot-tolled stainless 
steel from the Samancor/Hlgh- 
veld joint-venture plant. 

The two companies and 
West Germany’s Thyssen Edel- 
stahlwerke would have a 40 
per cent stake in tiw Taiwan 
plant Taiwan’s Yieh Loong 
group would share to the 
270,000-tons-a-Year South Afri- 
can plant, probably to-be to 
W1 tbank. East TransvaaL A 
final dedston Is expected by 
endJuna. 


Stoce then matters have 
v further and this 
saw Bulimria. Czedio- 
Slovakia, Hungary and Poland 
voting against Cuba’s human 
rights record at the UN. 

Cuban officials see this as 
the first sign of. the US 
demanding that these coun- 
tries turn politically and eco- 
nomically against Cuba to 


Castro; fewer comrades 


exchan ge for Wnanrfai rid in 
their economic reforms, 

Cuba’s main expert items to 
the Soviet Union and other 
Opmecou members have, been . 
sugar, nickel and citrus - the 
current quotas and prices 
being fixed to 1985 for the 
1086-90 plan. Of this, sugar 
accounts for more than 85 par 
cent to value terms because 
the commodity is paid for at a 
subsidised price equivalent to 
37 cents a pound (more than 
twice the market price). 

Since the Soviets cover one 
third of their 13m annual sugar 
consumption tram Cuba, both ' 
Cuban and Soviet 
assume supply levels wffl. be 
maintained after December 
when the existing five-year 
arrangements expire. 

However, the current tur- 
moil within Comecon raises 
three vital issues about next 
year’s sugar exports: 

• WXU the Soviet Union con- 


tinue with the same level of 
subsidy and will this also 
apply uniformly in eastern' 
Europe? 

- • WIR the Soviet Union still 
bring toe sugar to the mar*** 
and at the same freight charge; 
since all Comecon sugar is 
believed to be carried in Soviet 
or Soviet-chartered vessels? 

• Will the newly-converted 
'‘free marketeers" seek alterna- 
tive supplies? 

Mr Carlos Rafael Rodriguez, 
the veteran Cuban Vice-Presi- 
dent, has made a strong plea to 
Comecon for preferential prices 
to be continued. Though Cuba 
has always rejected as colonial- 
ist arrangements such as the 
European Community’s Lom€ 
Convention, this is what 
Havana is now envisaging with 
sugar sales to east Europe. 

The Cubans argue that less 
toy" ao'per cent of world sugar 
are bought at a “mar- 
" The majority of east 
countries may still 
convenient to source 
from Cuba. 

rever, East Germany, 
into a united Ger- 
likely to operate via 
the EC which has well estab- 
hshed external buying arrange- 
ments that largely ignore 
Cuba. East Germany is the 
largest sugar buyer after the 
Soviet Union, accounting for 7 
per omit of the Comecon total. 

Rimfkrr considerations apply 
to the cither main commodity 
exports of citrus and nickel. 
Cuba baa been exporting some 
750,000 tons of citrus to eastern 
Europe, especially the Soviet 
Union ana East Germany 
which, in both cases, accounts 


for more than 50 per cent of 
supply. 

Cuban officials briieve.they- 
nan main fain or even expand 
their citrus exports to this 
market, provided they can 
obtain adequate shipping and 
improve quality. 

In the case of nickel. Com- 
econ takes 75 per cent of 
Culm's current 38,000-ton 
annual production and is 
pledged to buy the same per- 
centage when production even- 
tually doubles. Given the inter- 
national price, and the 
Comecon credits sunk into 
nickel development, these sales 
are likely to continue. 

Cuba could also benefit from 
charging a "market” rate; but - 
it could also find the US seek- 
ing to prevent the new market 
economies of eastern Europe 
from purchasing nickel. The 
US has always been vigorous 
in trying to prevent foreign 
sales of this strategic commod- 
ity. 

Elsewhere, toe changes In 
Comecon put at risk Cuba's 
plans to use the trading bloc as 
a captive market for its 
higher-tech exports such as 
those in the computers, elec- 
tronics and biotechnology 
fields. 

Considerable funds have 
been devoted to these sectors 
but only In biotechnology and 
pharmaceutical products has 
Cuba made sufficient advances 
to ensure hard currency earn- 
ings. Attempts are bring made 
to develop alternative markets 
in T.flHw America, nnfahfa Bra- 
zil. But the openings are small 
and handicapped by credit 
problems. 


Soviet Union calls 
for sharp cuts in 
trade with Hungary 


By Nicholas Denton In Budapest 


THE SOVIET Union is 
demanding sharp cuts in Its 
trade with Hungary which 
threaten Hungary's energy 
supplies and the loss of 200,000 
jobs in the country's mechani- 
cal engineering sector. 

The two sides yesterday 
opened another round of trade 
negotiations still far apart on 
bow Hungary is to be paid for 
the surplus it accumulated last 
year and on the composition of 
this year’s trade. 

Faced with an energy crisis 
at home, the Soviet Union 
wishes to reduce all exports to 
Hungary by a third and total 
energy supplies by even more. 

Moreover, the Soviet Union 
envisages an 80 per cent cut in 
its imports from Hungary of 
mechanical engineering prod- 
ucts. 

These would then represent 
only 10 per cent of Moscow's 
total imports from Hungary. 
The Hungarian negotiators are 
holding out for a 60 per cent 
share for mechanical engineer- 
ing. 

Mr Laszlo Bekesi, the Hun- 
garian Finance Minister, fore- 
cast that this would force 60 
per cent of the sector to stop 
production and mean 200,000 
unemployed. 

Mr Laszlo Csaba, a leading 
Hungarian expert on trade 
within the Soviet-led Comecon 
bloc, thought that the 1990 
trade protocol would be finali- 
sed within the next two weeks, 
despite the apparent gulf 


between the two governments. 

"This Is characteristic of 
under-developed non-market 
economies where bargaining 
starts at 1 and 10 like in a 
bazaar.” 

Since Hungary’s socialist 
government has only a few 
weeks left to power, It is in the 
Soviet interest to conclude an 
agreement soon rather than be 
forced to begin again after this 
Sunday’s free elections pro- 
duce a new administration. 

Bankruptcy proceedings 
were initiated on Monday 
against Ikarua, Hungary's 
national bus manufacturer mid 
one of the companies most vul- 
nerable to the cut in Soviet 
trade. 

The move, by Csepel Auto, a 
supplier of Ikarus, is unprece- 
dented and could set off a 

series of bankruptcies to the 
web of enterprises which are 
dependent on the Soviet mar- 
ket and hugely indebted to 
each other. 

Most economists and offi- 
cials agree that it is essential 
to let insolvent companies foil, 
to persuade the survivors to 
take liquidity seriously and 
control the inflationary credit 
explosion. 

The Hungarian Government 
vowed last year that it would 
allow about 50 companies* to go 
bankrupt, but has not imple- 
mented its resolve until now, 
faced by companies such as 
Ikarus with their attendant 
lobbies. 
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> I Local government spending out of control 


Income tax allowances 
to be Increased 

■ INCOME TAX: Basic and higher rates 
unchanged far thir d year at 25 per cent and 40 
per cent respectively. The target remains a basic 
rate of 20 per cart. Main allowances to rise by 
7.7 per cent in flue with, inflation but basic rate 
thrift- uncha nged at £20,700 of taxable income. 
The personal allowance goes up by £220 to 
£3,005; the new married couple’s allowance is 
£1,720. Personal allowance for those aged 65 to 
74 rises by £270 to £3,670 and die married cou- 
ples allowance rises by £160 to £2,145. For those 
aged 75 and over the personal allowance will go 
op by £280 to £8,820 and the married couple's 
allowance rises to £2485. Income limits for the 
age allowance are fully indexed and rise by £900 
to £1*30* 

■ FORECASTS: GDP growth only 1 per cent 

1990, up to 2% per cent in 1991; Inflation 

to rise ckwe to double figures and stay high for 
some before foiling back below 5 per cent 
during 1991; interest rates to stay high for some 
time; balance of pay m e n t s deficit on current 
account to be £15bn In 1990. 

■MONETARY TARGETS: Narrow money M0 
(notes and coin) growth to be targeted at 1 to 5 
per cent although it currently exceeds the tope 
end of that target. NO attempt Is to be made to 
target broad money M4 which persistently mis- 
performs - but it wQl he “monitored.” 

■FISCAL POUCY: Public Sector Debt Repay- 
ment of £7bn est imate d for current year, only 
half the estimate of last year's Budget and seri- 
ously adrift from the revised £i2%bn in the 
Autumn Statement Special factors blamed 
including fall in privatisation proceeds and 
large increase in local authority spending. PSDR 
for the next year pencilled in at same figure of 
£7bn. Some £25bn of debt has now been repaid 
in three years faking level of gov ern ment debt 
back to pre-Flrst World War levels and saving 
£2V4bn a year in debt i nteres t - enough for 150 
district hospitals, said Mr Major. “Which are not 
being built,” shouted opposition MPs. 

■ STAMP DUTY: Stamp Doty on shares abol- 
ished as soon as paperless trading begins when 
the Stock Ex ch an ge gets its TAURUS com puter- 
sied share-dealing system operational next year 
to catch up with New York and Tokyo. Stomp 
Duty Reserve Tax abolished at same time. 
Stamp Duty on land and property iniwnmi in 
place. 

■BANK PROVISIONS: Banks, which face a 
number of complicated measures to deal with 
from the Budget, will get phased tax relief on 
provisions for write-offs arising from tending to 
Third World countries. 

■INHERITANCE TAX: Threshold rises £1*000 

to £128,000 in Hn« with faflatfan 

■ CAPITAL GAINS TAX: Exemption remains at 
ISJ00O per person but the introduction of inde- 
pendent taxation of husbands and wives in 
April means a married couple will now have a 
fatal e xem pti on of £io f ooo- 

■ WORKING MOTHERS: Mothers who work or 
want to work have secured a significant victory 
with the exemption from April of the value of 
workplace nurseries and playgroups from taxa- 
tion as a benefit in kind. Until now mothers 
have been taxed once their earnings exceeded 
£8300 a year. 

■ SAVING: With limited roam to manoeuvre the 
Budget focuses an radical measures to promote 
thrift and savings, at which the Japanese and 
Germans are kings, to follow the years of surg- 
ing consumerism. Banks and credit institutions 
“warned" about mail-shots to encourage borrow- 
ing. Each adult entitled to one new Tax Exempt 
Special Savings Account - TESSA - savings 
account at bank or buildings society in which all 
interest earned an m ^yhnnm savings of £150 a 
month will be tax free provided the capital 
remains untouched during a five-year savings 
period. After five years saver gets bonus repre- 
senting file money which otherwise have been 
paid in tax. It does not start until January. Also 
delayed - until April 1991 - is the abolition of 


The decade from Geoffrey Howe to Nigel Lawson 

Budgets of the Thatcher years 


By Polar Norman, Economics Correspondent 


1979 Howe's first, radical 
Budget with a shift from direct 
to indirect taxation. Basic rate 
of income tax cut to 30 pear cent 
from 33 per cent Higher rates 
above 60 per cent abolished. 
Value added tax raised to 15 
per cent Government spending 
cut by £1.5bn. Increased petro- 
leum revenue tax. Exchange 
controls relaxed. 

1980 Higher taxes on beer, 
wine, spirits, cigarettes, petrol 
anH gambling Corporation fan 
for small companies cut by 2 
percentage paints. 100 per cent 
capital allowances for enter- 
prise zones. Main social secu- 
rity benefits raised, except 
those 

1981 The tough Budget that 
caused 364 economists to send 
a letter of protest to The 
Times. No indexation of tax- 
free income tax allowances. 
New supplementary petroleum 
duty on companies* oil reve- 
nues and a special tax on 
banks’ deposits, increased 
duties on spirits, wine, beer 
and cigarettes. 

1982 Capital grim tax thresh- 
old increased and to be indexed 
in future. National insurance 
surcharge reduced. Higher 
petroleum revenue tax and 


increased taxes an alcohol, cig- 
arettes, gambling and petroL 

1988 A pre-election Budget and 
Howe’s last .Personal allow- 
ances up. Co rpo ra tion tax for 
small companies reduced. Fur- 
ther cut in national insurance 
surcharge. Increased fa*™ 1 on 
alcohol, cig a r e ttes and petroL 
Incentives for ofl exploration 
and industrial innovation. 

1984 The first Lawson Budget 
Big re fo r m of corp orati on tax 
with phased reduction in rate 
to 35 per cent by 1986. Invest- 
ment income and national 
insurance surcharge abolished. 
Tax on beer, spirits and spar- 
kling wines up, but duty on 
table wine cut Increased taxes 
on cigarettes, gambling and 
petroL Expatriate and foreign 
nationals' tax privileges cut 

1985 Restructuring of national 
insurance contributions, 
including removal of upper 
limi t on employers’ contribu- 
tions. VAT e xtended to news- 
papers and magazines. Hi gher 
taxes on alcohol, cigarettes and 
petroL 

1986 Basic rate of Income tax 
cut to 29 per cent. Personal 
Equity Plans introduced. Capi- 
tal transfer tax replaced by 


Travelling by air on business with Iberia? 
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composite rate tax which is applied to savings 
accounts at a rate of around 22 par cent, giving 
basic rate taxpayers a gain of about three per- 
centage points and nan-taxpayers a 22 par cent 
disadvantage. National Savings Investment 
Account and Income Bonds interest rates rising 
1 per cent. Personal Equity Flans get a boost 
with «mm«i Hw»tt on jnv egtmBal incr eased a. 
quarter to £6^00 and, within that, the annual 
limit on investment In unit and investment 
trusts also up 25 per cent to £3JXXk 

■CAPITAL RULE: Huge cheers from all parties 
for decision to raise immediately from £6,000 to 
£8,000 the amount of capital permitted before 
income credit and family support is denied and 
to double the limit from £8jno to £16,000 for 
housing and po& tax benefit Scottish MPs were 
quick to note that their constituents have 
already been paying poll tax for a year with no 
such help. 

■CHARITIES: For those that do not save all 
their snare cash the annua l limit for tax free 
gifts to charities through peyroB-gtving schemes 
is raised from £480 to £800. New tax relief on 
one-off gifts of £800 to £5m a year par individual 
or company. VAT relief to organisations 
involved in sea rescue, medical care and 
research. 

■EXCISE DUTIES: The green lobby did not get 
as much as it warded from the Budget but the ! 

on nnlpwrtflri ami leaded petrol Vti- 1 
pnoH to lfio a van™, rising Up and 

unleaded 9p. Since the last Budget market share 
of unleaded has jumped fivefold to 30 per cent. 
DERV up 9p a gaiinn, a rise of 10 per cent The i 
vehicle exdse duty on cars remains unchanged 
at £100 and the duty on buses, coaches, taxis: 
and some lorries remains unchanged. A total of 
188 different lorry rates were abolished, follow- 
ing 80 which were abolished last year. 

Wine and beer duties increased by inflation 
putting 2p on a pint of beer and 7p an a bottle of 
wine. Spirits, which have escaped duty rises 
since 1985, wfll increase by 54p a bottle, a rise of 
10 per cent Cigarettes rise by lOp for 20 and 
cigars by 5n for a packet cf five, increases of 10 I 
per cent Pipe tobac co esc apes any increase, a j 
measure duly ap preci a ted by Mr Neal Klnnock, 
Opposition leader. 

■ CORPORATION TAX: Main rate stays at 85 i 
per cent. Companies will pay reduced rate o f 25' 1 
per cent If their profits are below £200,000 ; 
instead of £1504100. The reduced rate level has 
been doubled in two years. The average rate of 
tax steadily rises once pro fi t s are above fids 
limit until it gets to £750,000; this level will now 
be raised to gim at which point the tnain rate 
becomes payable. No company with profits 
under wm a year will pay the foil Corporation 
Tax, the »»«* benign Corporation Tax regime in 
any EC country. 

■ SMALL BUSINESSES: From April 1991 all 
drills over two y ears old and written off qualify 
automatically fin: VAT relief. A new simple rule 
for VAT registration will be based on actual 
turn over in pre c e din g 12 menths. 

1 ■ VAT: Threshold raised from £23,600 to £25^00, 
the maximum under EC law. VAT 

paid by companies on accommodation provided 
for directors win no longer be de du ctible. 

■TRAINING: The Government’s enthoriawn for 
training is underlined with further encourage- 
ment for Training and Enterprise CouncflaTax 
relief will be provided for business donations to 
TECs for five years until April 1995. The same 
benefit wfll also apply to local enterprise agen- 
cies. 

■ COMPANY CAR: Tax benefit of company cars 
reduced again with further 20 per cent rise in 
scale for taxation. 

■FOOTBALL: Mr Ifttfar, a cricket e nthu siast, 
cut Pool Betting Duty from 42% percent to 40 
per cent on condition that the foil amoont saved 
is passed an by the pools promoters to tire 
Football Trust for use to improve safety and 
comfort of fans at Scottish and English football 
league grounds. He had no word on the comfort 
and safety of fans in Wales and Northern 
Ireland. 


By Simon Holbertoci 

THE Government yesterday 
conceded that it can not con- 
trol local authority spending 
and that lower -than-expected 
budget surpluses meant that 
the cost of servicing the 
National Debt will rise. 

In a departure from past 
experience, which is galling for 
the Treasury, the Government 
ha« hart to increase its esti- 
mates for local authority 
Spending from those it pub- 
lished less than two months 
ago in Its public spending 
whitepaper. 

The prime culprits in. fire 
coming financial year are an 
extra gTAhn of foral authority 
spending - brought about by 
the higher level of the commu- 
nity charge, or poll tax - and 
higher debt interest payments 
on Britain’s debt of £23hn. 

Although Mr John Major, 
the Chancellor, conceded that 
central government spending 
— gpomting the Treasury . 
directly controls — overshot its 
plan by £23bn in 1388-90, he 
gave not hints an spending in 

the rywntng- years. 

But given the pressures on 
tote public purse from his col- 
leagues at. the Departments of 
the Environment, Transport, 
Education and Health, it Is 
mwiim dear public spend- 
ing rounds this summer and 
autumn will be among the 
toughest the Treasury has 
faced since the Government 
won power in 1979. 

Mr Major presented a Budget 
in which he thought all the 
risks were in the direction of 
slower rather than robust 
growth this year.- . - - 

The domestic economy is 
forecast to contribute little to 
overall growth; with 1990 a 
year of export-led growth with 
file recovery in North Sea oil 
production *Mi«t'nn j. 

The Chancellor eschewed 
tightening the fiscal stance and 
has left It to in te re s t rates to 


deliver the lower inflation he is 
fo recast in g. HP th fok* Inflation 
win fell to arcund'7425 per cent 
by the end of the year and then 
to 5 per cent by June next 
year. 

Although the Treasury does 
not show It, it is unlikely that 
such a profile for retail prices 
inflation allows for m uch of a 
fain jn the underlying rate of 
inflation. Looking at the analy- • 
sis of the key i « n n p i im >wfe» of 
the retail prices index, which 
the Treasury has forecast to. 
June 1991, it appears that Mr 
Major has some, large cute in 
i w ter pj t rates pii»*m4 for 
first half of next year. He 
doesn not, hwoever appear to 
he banking on Tnnirh of an eas- 
ing in interest rates for the 
remainder of the year. 

Up until October last year 
the Government said that it 
would not permit a fell in the 
exchange rate to bail oat 
Industry’s, permissive pay 
awards, hr a startling admis- 
sion, the Treasury makes refer- 
ence in the Budget to how ster- 
ling’s 12 per cent slump lari 
ye a r Mpwl industry's ability 
to compete abroad. 

Unlike previous Budgets the 
Treasury does not offer a 
fbreast for unit labour costs In 
either 1990 or 199L This must 
indicated that the figures it 
model of the UK generated 
were on the nega tive side of 
bad. If so, this too bodes in for 
inflation. 

In the context of costs it 
mentions that profits . growth 
anti margin* wiH be n tutor 
pressure this year. The Trea- 
sury thinks that investment 
will bear the brunt of this slow 
down In profits growth. In the 
Autumn last year it was fore- 
casting 1.75 per cent growth in 
investment this year, now it . 
fo rc a oca and actual tfaeJfag fo 
investment 

Indeed, it is a fell off in 
inv estment that is the key to 


the growth the Treasury fore- 
casts for domestic demand fids 
year. There’ will he less' des- 
tocking that first thought 
while consumers’ gwuBng and - 
Government- . cbnsuption 
remain, as forecast last Novem- 
ber. ... 

ff the Treasury’s forecast for 
the UK .this year and next 
turns out to be broadly correct 
then the major beneficiaries of 
such an out-turn wDL be file 
gOt-edged securities market in 
the C2ty., 

Mr Major sought to clarify 
Ms policy to w ar ds the finano- 
ing.of Ms Budget surplus add, ' 
in so doing, allowed the Trea- 
sure and. the Tfa pk of Ww gfawd 
to be more permissive in the 
way they seek to ameliorate 
the effects of the surplus on ' 
file London’s money Twattofa 

The monetary authorities 
will fully fond the Budget sur- 
plus. This means the Govern- 
ment’s fiscal pbrftkw i will nei- 
ther add -nor contract the 
money simply. But the Budget 
paperspdnt out *b«t fhfa |g an 
fttoal outcome fabat condi- 
tions “may require temorary or " 
longer term departures from” 
the rote. ■ . 

His forecast uf a £7bn public 
surplus this year. Is very dose * 
to .the level of. redemptions of 
gilts. It is possible. that the 
Bank could return to gpi* issu- 
ance fids year, it is certain to 
do -so in 1991/92 aa the Trea- 
sury believes the Budget sur- 
plus wfll an wi mit to anfy £3bn. 

The.- Treasury clearly 
believes that it has gone most, 
if not . all, of the way to curing 
the problems of too much 
Hxnmntv in the Tjmikm money 
markets by the changes it 
announced on February 15to 
the access local, authorities 
have to the Public Works 
T/wna Board, file Trtasury-ad- 
ministered authority which 
lends for local authorities' cap- 
ital ex p e ndi tu re. 
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POLITICAL REACTION 


Budget offers cheer for Tories 


By Phfflp Stephens, Political Editor 


Ar'-'^BUDG&rv • -seen 
Westminister v ks Resigned 
above all* to' steady the frayed 
nerves of the Government’s 
s u ppo rte rs won Mr John Major 
plaudits from Conservative 
MPs and grudging admiration 
from same of his political oppo- 
nents. 

The Chancellor, who toM a 
crowded meeting of backbench 
Tories after his speech that “If 
we don’t low our heads we 
won’t lose oar (parliamentary) 
majorities’*, was judged by col- 
leagues to ‘have ex tract ed the 
maximum political capital 
from an inevitability tough 


(rihprjt^iyy feiT. Stfl^lip dnty 0X2. 

share transfers halved to 0.5 
percent. 

1987 Lawson’s vote-catcher. 
Basic income tax rate cut to 27 
per cent. Alcohol and tobacco 
duties unchanged. Cut in duty 
on lead-free petroL Tax relie f 
for profft-reMedpay schemes. 
New tax regime for personal 
pensions. Exchange Control 
Act repealed. 

1988 Lawson’s post-election 
radical Budget. It prompted 
uproar in the House of Com- 
mons and caused the first-ever 
suspension of a Budget witting 
Basic income tax rate cut to 25 
per emit and a single higher 
tax rate 40 per cent Capital 
gains tax brought into line 
with income tax. Independent 
taxation cf husband and wife 
an nounc ed for 1990. Taxable 
benefits on company cars dou- 
bled. Mortgage interest relief 
limited to one per dwelling. 
Excise duties up except for 
unleaded petroL First repay- 
ment of national debt for 20 
years. 

1989 Lawson’s last Budget 
Income tax rates unchanged. 
Simplification of national 
insurance contributions. Lower 
duty on unleaded petroL 


Though die Government is 
bracing itself for a further bat- 
tering in the opinion polls over 
the next few months, the pack- 
age was seen as. offering some 
cheer for its bdeagured sup- 
porters . 

Mr M ajor’s confident and 
outwardly 'relaxed performance 
in the House of Commons was 
seen also as enhancing his own 
chances to succeed Mrs Mar- 
garet Thatcher when she even- 
tually steps down as Prime 
.Minister. 

Speaking at a Westminister 
press conference, Mr Major 
mvtoriin»d his confidence 


. tfw cdmMnafip fr of* highdnter-' 
^.eri rates and a tight fiscal poL" 
icy would bring 'the Bharp faU 
in inflation the Government 
- needed before the next general- 
election. 

He also reinforced his com- 
mitment to orailnal member- 
ship of the European Monetary 
System’s exchange rate mecha- 
nism. commenting that “Our 
commitment to the ERM 
should not be in doubt.” 
Though he declined to be pre- 
cise about the timing, he was 
carefhl not to rule out member- 
ship before the election due by 
nnd-1992. 

As ministers and MPs 
digested the detalls-ef the-Bod- 
get there was no illusion that 
it would offer an instant 
revivaL in the Conservatives* 

‘ fortunes. The Labour party' 
voiced Its confidence that ft 
would not restore voter's confi- 
dence in the Govenunentia eco- 
nomic management ,T - . — - 

Senior Ministers said that 
they were still resigned to a 
major defeat in tomorrow’s 
by-election in Mid-Staffordshire 
and farther losses in the May 
local elections. The introduc- 
tion next month of the new 
local government poll tax and 
a rise in the inflation rate to 


n^htateo': vrid^thrther the' 
Labour obp&dflba'fedrty’s pres- 
ent 20-patnifeadln the opinion 
polls. 

These was also acknowledg- 
ment among some MPs that 
the decision to raise only a net 
£500m In taxes in the next 
financial year might not be 
enough to persuade* the 'finan- 
cial markets of the Govern- 
ment's anti-inflation creden- 
tials. • 

■ The combination, however, 
of a range of populist measures 
in yestetdayV Budget with the 
promise, of a steep fell in the 
inflation rate next year was 
greeted with widespread 
acclaim among Conservative 
MPs. 

They tingled out file moves 
'td^easd the- impact pe the poll 
tax on 250,009 people with 
savings of more than £8,000, 
the in centives t or saving.the 
tax - concessions •for charities - 
and chfldcare.'aral the haipfor 
small businesses as particu- 
larly welcome. 

Mr Terence Higgins, the 
chairman of file Treasury and 
Civil Service C ommittee ; ech- 
oed the views of most Conser- 
vative MPs when hesald that 
Mr Major had produced a pack- 


^ age v MAi 'i wnHmrf Bin right 
- 5 judgement cax- fiscal policy with : 

range of attra ctiv e measures. 

" Mr Robert McCrindle, 
another prominent Tory back- 
bench^ articulated the views 
cf a minority, however, who 
behave that Mr Major may not 
have done enough to calm 
IfnanriSI markets. The Chan- 
cellor, himself. was carefal to 
emphasise that he did not fore- 
see a tough Budget this year 
being followed by a pre-elec- 
. tian “giveaway” In 1991, com- 
menting that “People who 
think I am in the boomlet bust- 
ness.jnay.be wrong”. 

For Labour, Nr Neil Kin- 
nock, the Leader of the Opposi- 
tion. said, that Mr Major had , 
delivered a “bits-and-pieces” 
Budget which would <kMtttUe 
-:ta solve the fimdamantal eco- 
nomic problems faced by 
Britain. He said there was a 
widespread recognition of the 
heed'fte the Government to 
adopt an alternative strategy 
designed to ensourage invest- 
ment and create currency sta- 
bility. He concentrated the 
opening salvos of Labour's 
attack on the 'Chancellor's fail- 
ure to recognise the special 
position of Scotland in relation 
to file new pall tax. 


INDUSTRIAL REACTION 


Growth forecast provokes jitters 


FINANCIAL TIMES 
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INDUSTRY’S reaction to the budget 
• ranged from praise for a triump h which 
would lay the foundations for renewed 
investment, lower inflation and stranger 
growth next year to w arn i ng s that the 
Chancellor was living in a wonderland if 
he thought industry’s competitiveness 
would not deteriorate markedly. 

There was unanimous praise for mea- 
sures for «wmii businesses, rating some of 
the corpo ra tion tax burden and easing the 
VAT obligations, to help them overcome 
some of the acute difficulties many face 
because cf higher interest rates. 

However, the dominant response was a 
nervous apprehension, prompted by Mr 
Major's warning that growth in 1990 would 
be lower than forecast in the Autumn 
Statement, fa rf i w ti rt h wo uld be M gtor and 
that the ^ n i inn - inig iit be quite sudden. 

The Chancellor's forecast foot the econ- 
omy would only, grow by 1 per cent fids 
year, mtsost ratet would mmlii hiui for 
sometime, and inflation would still be 7 
per cent by tiw . end of the year pr ovoked 
some jitters. ; ~ a - ^ 

rial tawolcri'tadMWes, welcomed^the 
changes to help small savers and busi- 
nesses- But he sounded a muted note of 
warning; “Ihopethe Chancellor’s inflation 
forecasts are borne out and permit an 
early entry into the EMS exchange rate 
mechanism.” 

Many of the detailed changes were wel- 
comed, such as tax relief on corporate 
donations to Training and Enterprise 
Councils -to promote training ana the 
encouragement of workplace nurseries to 


boost the recruitment of married women. 
Car companies were particularly pleased 
that the schedules on company care were 
not raised by more than' 29 per cent 

However, there was a pervasive sense 
that -many of ftnwhuiumtai questions 
faring industiTrFarticUlariy the prospect* 
far investment and exchange rate stabil- 
ity, remain to be tackled^ 

Mr John Banham. director general of 
fiie Confederation of British Industry, said 
it was a correctly cautious budget which 
would continue the touch medicine for 

mnsnrrwrB anrt hrorfmiimw 

The Engineering Employers Federation . 
w a s blunter. “It was a d te a p p u i titing bud- 
get,” it commented. “Not the budget that 
industry needed. -Far future growth we 
have to rectify the trade deficit, ft is disap- 
pointing that investment spending will not 
get Ml tax reUef against expenses as they 
are incurred. “ 

The Electronic and Badness Equipment 
Association which represents most elec- 
tronics companies went farther st3L Mr 
Peter Sachs, the director, lamented -that -, 
corporation tax was still too Utah -cant 
pared with European countries ana that as 
investment in the UK was bring reined in 
iLwas growing rapkfly on 'the C on tinent . 

One frequent complaint was that the: 
budget helped the City, through abolishing 
stamp duty on Stare transactions and file 
banks through measures on the taxation 
cf bad debt write-offs at the expense of 

msmnfiirfiiT fafe --- . ' ! '.' 

hfternatioBal companies wricomed the 
abolition ofstamp:dnty on Share sales, 
although there werettomovea on tto. way 


they paid advanced corpor ati on tax an for- 
rign profit s. Mr Chris BuE, finance direc- 
tar of BIB, diversified international indus- 
trial group said: “As ah International 
company, encouraged by the Government 
to pursue 'pjtattopiwrtBrati fig, we need to 
have access to a& fim world’s capital mar- 
kets. This tax has restricted the ability of 
companies to„expaikL there equity base 
overseas.". 

However, the sectors which have been 
most hard, fait by.fim rise in interest rates 
saw no solace.. 

Sir Clifford Chetwood, chairman and 
chief executive of Wlmpey, Britain’s sec- 
ond largest housebuilder, said the prospect 
of alow growth in the economy indicated 
that the recession Jn the construction 
Industry would continue. 

- Sir GUfford, president of the Building 
Employers Confe dri atinn, said; “A major 
(fisSf^olntinenznt is that the Cbancefior 
has failed to assist the many young people 
the Government has encouraged to buy 
homes on rising market and who now 
h ave. c UfficUfty meeting -mortgage repay- 

i nomtu** 

. Mr James May, Director General of the 
Betafl-O maort tmB. said Mr Major’s predic- 
tion at continuing high interest rates and 
high inflation, "means it will lie another 
tough year for retaflers.” 

Rises in excise duties, especially on 
spirits and tobacco, -wfll be felt , on the 
High Street .and In manufacturi ng. The 
. Imperial - Tobacco Company, which 
employs 4500 people and accounts for 35 

per cent o£ the UK tobacco trade,- described 

the rise as “very disappointing.” 
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Tiptoeing 

through 

menacing 

terrain 

By Ralph Afidns 

AT THE top of his Budget 
speech, Mr Malar had written 
“Mr Deputy Speaker, the Gov- 
ernment's economic policy has 
two main objectives.” At the 
other end, it read: "I commend 
ft to the House and country.” 

In between lay a solitary, 
menacing terrain. Behi nd hi m 
Tory backbenchers nervously 
counted their majorities. 
Labour watted like vultures 
and above, in the overspill gal- 
lery, Mr Headline, the 

Conservative party’s leader-in- 
waiting -mentally measured-up 
the government benches. 

Mr Major was never to reach 
the conclusion. His speech col- 
lapsed near the end amid pro- 
tests from Scottish MPs 
against the extra relief for 
low-income payers of the new 
local * community ■ poll' tax 
which fiie Scots had already 
been paying in fall for a year. 

. Along ids lonely journey, the 
Chancellor grabbed at what 
was secure and familiar. He 
would take "no risks with 
inflation”, interest rates would 
remain high for “sometime". 

But lw managed to conjure 
up some female companion- 
ship. “Tessa”, with her pen- 
chant for thrift, was his cheer- 
leader in a “budget for savers”. 

Within minutes of starting; 
the Chancellor almost fell 
down an elephant trap. His 
helpful contents list for the TV 
viewers hinted at savings 


come, “and it will abolish two 
taxes,” he added proudly. Sec- 
onds later file penny dropped. 
“Poll tax, pril tax? yelled the 
Labour lwmrfwH 
Aloqg carefully waded pas- 
sages an the European Mone- 
tary System, Mr Major began 
to wade through mud. 

Not until thg final straight 
did the pace pick up. Tax help 
for football stadiums was fol- 
lowed by income tax rates, 
help for workplace nurseries 
and Tessa’s noisy debut 
As he announced the extra 
rebates for community charge 
payers he was met with out- 
raged waving of pariiamentazy 
papers by Labour MP*s. 

^ Mr Donald Dewar, shadow 
Scottish minister, tried to raise 
a print of order and Mr Major 
was drowned out. And fiie big 
day ended with a flurry and a 
mnall area of green leather 
bench, from which the Chart 
brifor had risen, lying vacant 
beside the Prime Minister. 
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THl Chancellor's concession 
an football pools tax will come 
te a grart nllri to tinta strng- 
gfingtomeei ttenkpfeMeife 
of Lord Justice Taylor’s repor t 
into last year’s fflUsbonnigfc 
Asntw, when 8S aa pp Oaterit 
died. The Taylor report calk 
for all league grounds to 
replace sftafBug acttatatota 
tton by 1999 and for Rest and 
Second Division grounds to be 
all-seater by 1994. 

Hu £tOani zednCitbD in tax 
which should flow to clubs 
over the next five years win go 
a long way to meet the £l30m 
which the Football Association 
and Football League ta fli naH 
would be the cost of the Taylor 
changes. As the Chancellor 
said In his Budget speech, 
many of the dubs are in 4 
weak financial position; a 
report two years ago found 
that 80 out of fire 92 ; Itagne 
clubs were technically Insol- 
vent 

Using the levy on pool com- 
petitions fn this way is a kmg- 
chertshed project m Mir Tom 
P endry, the Labour HP who is 
chairman of the backbench 
cmmntttoe on foofoalL A Mil 
to do so was Introduced in 
1988 and despite receiving alt- 
party sopport failed because of 
lack of Paziiamentary tfine. 
And the idea was earlier 
floated by Sr Norman Chester 
in 1968 and re-affirmed by the 
Rothschild commission on 
gamMthg tea years later. 

Ab has often been the case 
with reports on football, the: 
recommendations- gathered 
diet on the shelves. The 'pools 
tax rate at the time of the 
Rothschild report was Sidy 40 
per cent - he suggested a 
redaction to 37.5 per cent - 
end ironically the Chancellor’s 
move yesfer-ty only reduces 
the rate to the pre-Rothschild . 
kveL 

The FPoBmII Trust and Fbotr 
ball Grounds Improvements 
Trust already fund safety and - 
amenity improvements with 
pools * company funds, 
although that is on the frafck of 
spot-the-ball contests rather 
than the mcce popular pools 
OtMBpeUfiKUlB. 

The two trusts calculated, 
even before ynterday’9 tax 
change, that fcy would nave 
£75m to spend on., groan! . 
i mp r o vements -over the next - 
ten yean. The Chancellor also •. 
made it clear that ground 
improvements would be tax 
exempt 

Philip Coggan 
TRAINING 

Tecs gain 
tax relief 
incentive 

NEW TAX relief On cash 
donations bv companies to the 
employer-led Training and 
Enterprise Coonefis highlights 
the Government’s goal of 
pump-priming more funds 
from the private sector. 

The scheme, to run for five 
years from April 1, Is a wel- 
come surprise for Britain’s 66 
new Tecs which take over 
from the Training Agency 
later fids year. 

Mr David Cragg, efttef execu- 
tive of B irmingh am Tec, 
"Anything that gives us an 
additional bit of a rmo ur y, be 
it In terms at finance or sup- 
port, Is to be welcomed.” 

In the next few weeks Tecs 
will negotiate their business 
and corporate plans with their 
main funding source, the 
Department of Employment; 
Tecs’ potential for raising 
funds from local private 
sources Is un d ers to od to part 
of the discuss io ns. 

However, the Department of 
Employment, tariii; “The retief 
is a measure of positive 
encouragement, rather than 
recognition of any problem. 
We are looking at ways of get- 
ting the ball raffing.” 

Tecs budgets will be subdi- 
vided into components includ- 
ing Tooth Treistng, Employ- 
ment Training, Business and 
Enterprise and a Local Initia- 
tive Food. The tax relief Is tae 
oT three sources of tending for 
the Local Initiative Fund. 

Funds from local business 
will be matched ponnd-for- 
poond by the Government, op 
to £125,000, nntO April 1995. 
■file other funding will be that 
currently provided for, to nm 
programmes such as small 
badness counselling and a flat 
amount of £1 per head of 
working population, subject to 

a minimum of £100,000 and 
maximum £500,000. 

However, Mr Tony Blair, the 
Opposition spokesman on 
employment, said the relief 
was a "drop in the ocean" com- 
pared with the Governments 
pianmyi £350m cutbacks over 
the next few years. 

Lisa Wood 
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iveron ftautarimt as ; 
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suffering overcapacity add lacklustre 
-trading volumes, foe result would tea- 
valnahfe increase hi foe Hfe-blrfod feftfe 
market r and hence less itte ss ure kr 
securities firms topull out, ' 

The scale of the! . 

Loudan.ate difficult to quantify; i 
a Bank of England paper IhriS yearn i 
when stamp duty was ' 

per cent to 1 per coot, h 
indication. The Bank e _____ 

halving of duto wOuM Increase turn- 
over on the siock market by -70 par cent . 
over a five .year period, as It become' 
cheaper tor investors to trade itf.ahd 
out of stocks. ..- ■ ~ ; *" ; 

- ..The Bank alfib projected tbatthU 
change Would adcLlOper cent to itos-. 
Prices. 'Its reasoning: u deAfor'iteft ' 
foil, to foe net return ftam investing jfti 
shares rises. TMs rising yield would 
attract farther investment to the hOa< : 
up abate irites. . 

^ TOm& d^ea fari ^ 

duty on share dAfllfag - The r wtjic tfm tit- 
tle jperceirtfofo&BS^ have a 



Vesty different effect ftefo foe Iperctat 

mmyuitomt R *fct 

.Also, foe large ^Vesting. institutions, 
Wnfehlberieftt moat Mae abolition, 
claimed yesterday that foe change 
would bate no effect tin their foaling 
activity. Topical was Jftr Tim Milter of 
MAfr, tire unit thist g&»p, who said: "I 
abut btitteve the cfomge will have, any 
'mxt-iikiihkmfmmt^pi&yia.staid 
roaaag&a to my way. Yotrtfe notifitely 
ftM taj^to creato to activity on foe 

, A huge foshftmto company, which 
nftflfaM to Be immAl, Made a aftinflar 

whetiS 

we deal or hot Wb i do efiaetttad first 
with whether it is a good, idea, and 
.second with foe tax imimeatiahs of foe 
transaction." Pension, funds, which do 
dot pay capital gates on their profits, 
ate mote likely to be affected tor the 
flange, it said. 

None the teas, tbeinsfitntidns wore 
ifeUghfel with tin elimination of the 
tot. FtiSr Institutions, vtt generally 
pay azondd 02 per cent ccmmisskm. 
the 6A per cent stamp duty has r 
stated ho less than 70 per cent of 
.dtafittgoosta. 

Ose insurauce company estimated 
that it would wtee £2m from its amwhii 
transaction corns. M&G, meanwhile. 


es timated that, gi ve n foe rate eff tam. 
over of Its UK share portfolio, abortion 
would add 0.1 per cent to foe perfor- 
mance of its various fan rth 

For small toantooUtefa, foe savings 
ate also stilting, although less to pro- 
portionate terms since small sharehold- 
ers pay higher ctimmMons. None the 
less, a consultative pape* Issued by the 
Stock Exchange esrifef this week esti- 
mated that stamp doty represents a 
quarter of the snare dealing costs of 
many small Investors. 

.The change wffi benefit nearly Jim 
shareholders. According to a survey 
published yesterday by foe Stock 
Exchange and the Trotttoy, one in four, 
adults te the UK now owns shares, com- 
jtared with one in flte A year ago. 

The abolition is important in the 
light of similar moves elsewhere to 
Europe. According to the Exchange, 
Stamp duty to thAKFetofad a nfla is likely 
to be abolished this year, while the 
West German t ur no v er tax is expected 
to go by foti banning tit 1993 and 
French brokers ate pinwing hard tor 
the removal of the Pars Bourse tax. 

A further effect of the abotftfam of 
stamp duty is likely to be a sharp 
increase fa stock ipdefc arb itrag e in. the 
tJK - a programme trading technique 
which was widely tflafobd in the US for 
the severity of the stock market crash 



NORTH SEA OiE INDUSTRY 


Cautious welcome for tax change 


THE Ml Industry welcomed the 
Government’s move to re-aft- 
just the tax regime governing 
abandonment of North Sea 
platforms at the end of oil pro- 
duction, but expressed ditop- 
po tet nie n t at the details of the 
proposals. 

“The measures that are {go- 
posed do not go far ©tough,** 
said the UK Oflshore Opera 
tors’ Association, which repre- 
sents the oil companies. 

Although many years Will 
pass before most North Sea 
must be abandoned,, ofl. 
companies have been jptessing 
for the government to cfetify 
the tax position so they can. 
make necessary provisions. . 

Tie Government's proposals 
call for a 100 per cent allow- 
ance against corporation tag. 
on the cost of closing down -off- 
shore fields, which is expected 
to be enormous. This compares 
to previous rules which 
allowed: 25 per cent & year to be 


SMALL BUSINESS 


written down following aban- 
donment However' the losses 
are incurred at -a thro when ofl 
fields do, not. produce, and 
thetefare.do not cam-profit. 

. The lorato ^tributable to file 
afibronee under the proposed 
les could be earned back 
three years, rampaxed to the 
current case year allowed. The 
industry argues, feovrevex, that 
three years Is hot enOU^i. This 
is because output of a field 
«feci?nipu to its final years of 
production and the revenue 
from oil and gps^sales may be 
testoffiriehito cover the cost of 

..i«« 

an incentive to bring the 
closure of fields forward to 
order to dismantle platforms 
While production remains at a 
robust level, neunlfing to less 
ofl eveutipdlj:. 6si&g recovered 
item the North Sea. 

The ofl companies were also 
the proposed 


cap placed an pefiotoum reve- 
nue tax repayments to cover 
loosed that ate 'carried buck; 
Interest an the tax repayment 
pins ffafe tefe&ynu&t itself are 
not to exceed as ptjr cent of the 
loss which Is i&ixfed bat*. The 
industry adjects that interest 
on tax overpayments should 
not bb capped. - 
The oil com panie s also 

the Government’s proposals 
did not include prortirions 
which would allow, for immedi- 
ate tax.reHef for funds placed 
aside to, advance, to tend aban- 
donment cosL Some ‘eH'cthUpa- 
nies have mepressed concern 
flwt smaller. partners in firirfB 
may hot have snfBcteoii finan- 
cial strength to pay for thelr 
abandohment obligations, 
since cash flow would have 
ceased. 


a spet mTw. Companies sdBng 
unquoted «ii iw m» which dubs 
their Value from North Sea 
assets may no loanser elect to 
rebase their value to the 1962 
market value, as introduced 
last year for capital gains tax 
purposes, tat must Instead' use 

a capital gfllT W* tar; irvtevnHnr; 
allowaiice based on acquisition 
cost. 

The. proposal reflects Gov- 
ernment concern over the 
extrenlely high oil prims to 
1982 which pm 


proposed^ 


rma on capital 


losses arising from North Sea 


pushed up i 
values, many of which may 
have subsequently fallen. The 
Government argues that if tar 
calculations are based on 1982 
market values, companies may 
be allowed to claim a tax loss 
where no actual loss was 
in c urred. 

Ukooa said it objected to sin- 
gling out the all industry for 
upactoi treatment. 

Steven Butter 


in 1967, and which has also come to for 
criticism to foe wake of recent foSs on 

the Tokyo stock market ' 

Index arbitrage involves buying a 
futures contract based on a stock mar- 
ket influ* and at the «»n« Hww RflTBng 
the underlying shares, or vice versa, in 
order to take advantage of temporary 
price disparities. Supporters (Including 
the London International financial 
Futures Exchange) claim that it makes 
the nun**** more efficient by ironing 
oat price amomaHea, thus ensuring that 
anyone a«aHng te the market are more 
likely to trade at the correct price. Crit- 
ics, however, claim it leads to violent 
swings to market indices. 

Stamp duty has been one of the major 
factors discouraging the use of index 
arbitrage In the uK. By adding substan- 
tially to Hftaiteg costs it reduces the 
opportunities for arbitrage, since the 

profit from a trade needs to be larger to 
cover the «t*«ww g costs and still leave 
the arbitrageur with a profit. 

However, the ending of stamp duty 
will not unleash overnight the sort of 
avalanche of trading famiifaw to 
other markets. Other structural factors 
about foe London markets will con- 
tinue to make stock Index arbitrage less 
a ttr active than it Is elsewhere. 

Richard Waters 


FUTURES 

Funds 
are now 
set to 
flourish 


THE removal of tax on 
income from futures 
options has been applauded by 
tandon’s derivatives markets 
which tad beta lobbying for 
clarification of the tax treat- 
ment of these tnrf rimiphh 

The Chancellnr's move will 
give a psychological boost to 
pension funds and unit trusts 
which have been extremely 
wary of using London’s grow- 
ing fixtures markets. 

Fund managers have steered 
away from de ri vatives, fearing 
they would lose tizeir tax-ex- 
empt status If. they began trad- 
ing futures, trnit mbits ate 
exempt front paying tax on 
capital gains which means 
they pay no tax for their deal- 
ings in equity markets^ 

Until now some nutates 
transactions — those ..that 
were made to bedgsa jporaofio 
— . cpme to for utod gains 
tax. Others 1 ■- wufeh were' 
classed as traffic. ~ were ta- 
ble for corporation tax. Saco 
suit trusts are required to pay 
c or por ati on tax, they ten- ed to 
avoid the derivatives markets. 

While the tax changes wDl 
give managers of existing 
funds much more, leeway over 
how they use derivatives, they 
will also encourage the cre- 
ation of futures tad optima 
funds to London. . . 

The tax changes go hand-in- 
hand with draft regulations 
Quit were istaed on Monday 
by the Department of Trade 
and Industry which save tin 
way for ftit res and bptutes 
finals to be set up inthe UK. 
Futures funds have grown into 
a huge market w or l dwi de, tat 
tin lata of a regulatory frame- 
work for final to the UK bad 
pushed bmtoess offshore. 

The tax move was welcomed 
by London’s markets Where 
trading’ volume could receive a 
significant boost. Mr Mfchari 
Jenkins, chief executive At the 
London International Finan- 
cial Futures Exchange said 
flmt institutions fam c it ed fin 
UK tax regime as a deterrent 
to using futures and options. 

The value of business done 
In London’s derivatives mar- 
kets Is some 39-40 per cent of 
the value of foe underlying 
cash markets while to . France 
It Is around. 120 per cent. 
Exchanges had cited tax as a 
important factor that had 
inhibited their growth. 

, The ChanceHor*s st atem e n t 
goes further than even the 
exchanges had hoped since it 
removes tax altogether from 
iwdwg f Uiate g. 

D. Hargreaves 


Debt relief 
mechanism 


THE Chancellor's new 
measures for caieitTaHn^ tax 
relief on UK banks’ provisions 
against Third World loans Is 
an attempt to bring order to a 
technical but highly controver- 
sial subject. 

Banks are eligible for relief tf 
they make provisions against 
these loans, but since countries 
do not go broke in the same 
way as companies U is never 
dear when a loss has actually 
occurred. Up to now, relief has 
been calculated on the basis of 
guidelines prepared by the 
Bank of England, tjafllw thfa 
year, the Treasury was evi- 
dently alarmed about the tax 
loss implications when the 
Bank raised its guidelines by a 
large amount. 

The Treasury will now 
launch its own mechanism 
with a starting point roughly 
equivalent to the Bank's. At 
the moment this sets overall 
provisions of about 50 per cent 
but varying greatly from one 
country to another. Starting 
next year, banks may raise 
their provisions eligible for 
relief by five pm cent a year. 

If banks sell their loans to 
another party, their relief win 
be phased to a similar way. 
The main exception is if they 
sen flw ii ww hart to th» bor- 
rowing country, in which case 
relief will be full and Immedi- 
ate. This exception is intended 
to lend support to official debt 
relief schemes like the one 
launched by Mr Nicholas 
Brady, the US Treasury Secre- 
tary, for Mexico last year. 

The measure will not 
Sny immediate difference to 
banks which have set provi- 
sions at Bank of Wwgiwnrf lev- 


Third World 


debt pmvMwii 



Barclay* 

£963X1 

Lloyds £1 ,783m 

{Mitral 

£84Sm 


£S90m 

Standard Chartd . 

S427m 


els. These include Midland 
Bank and Standard Chartered. 
But it will mean that other 
banks like Barclays, Lloyds 
and NatWest which went for 
above the Bank guidelines to 
the region of 70 per cent at the 
beginning of this year win now 
definitely not get Immediate 
tax relief. They will have to 
move from 50 per cent to 70 per 
cent in five per cent stages. 
However, they probably did 
not expect to get full relief this 
year anyway. 

The Bank of England wQl 
continue to set Its own guide- 
lines. Provided these are below 
tha Treasury "whynhm, there 
should be no problem. But if 
the Bank goes higher, UK 
banks will find themselves to 
the awkward situation of bring 
advised by their supervisor to 
set provisions at a higher level 
than the Treasury permits for 
tax relief. 

According to Mr Major yes- 
terday, the revenue loss from 
the 1989 provisions will, over 
time, approach £ibh. But by 
taking this action, there will be 
a tax yield of £200m more to 
1991-92 than if he took no 
action. In the long run, the 
nw wn w wfn maV« no differ- 
ence because it spreads relief 
out rather than removing it 

David Lascelles 


Restraint urged 
on mailshots 


BANES AND building societies 
yesterday responded with 
Indignation to claims to the 
Chancellor's budget speech 
that tenders indulged to imta 
erfrntnate mailshots ehcouiUg- 
tak people to borr o w . 

*1 am surprised that he 1 
foe issue such a high 
paid kfr GOrtioh Pell, Head at 
Personal Banking at Lloyds 
Bank. “1 assume that Us .was 
speaking about cpfopanles 
which buy and sell fists of 
. tames , ta d addresses, to oar 
tease, maUflhdte are to our own 
customers and have to be 
a p proved to advance by the 
local brand! manager.”’ 

Mr Major said in his speech: 
I believe the financial institu- 
tions would be wise to recon- 
sider foeir policy and I hope 
that this subject win be cov- 
ered to the Code of Practice the 
bunks , and building societies 
toe currently preparing foBow- 
tog the Jack Report” 

Lloyds and the other large 
banks say that they win have 
no difficulties to complying 
with a voluntary code of prac- 
tice they are helping draw up 
Us a result of last year’s Jack 
Committee Report on Bank 
customer relations, to which 
foe Cha nc ello r referred. 

The Jack Report suggests 
that banks should exercise 
restraint to the use of direct 


marketing the bmh say 

that they Bud no « Uflte »i Uy In 
meeting this proposal. 

It also Mil* mat the tenlw 
should not release details of 
their rrayfcrmwr w to their non- 
banking subsidiaries. This is 
an important r es t riction 
because almost all the large 
UK hawicB are in the final 
stag es of setting vp com puter 
systems which wfQ give tiumi 
the ability to correlate and 
store to a central fist all the 
information they have about 
customer. 

This will make it much 
easier for a life assurance or 
pensions fihu W w y to Mgwtwy 
likely new customers. Barclays 
Bank is currently writing to 
ask the consent of each cus- 
tomer for inclusion to its cen- 
tralised customer lists. It prom- 
ises that information will not 
be passed outside the group. 

Though the banks believe 
they have not overstepped 
acceptable limits, to outsiders 
Mr Major’s remarks seemed to 
be the latest in a series of hos- 
tile gestures from the Govern- 
ment to w ards the tewim which 
began early to 1988 when Mrs 
Thatcher reportedly cut up ha- 
credit card in protest at having 
her credit limit raised without 
her permission. 

David Bar chard 


MR MAJOR announced a 
restriction on the amount of 
corporation tax relief which 
banks and other companies 
can obtain in future on provi- 
sions against sovereign debts, 
writes Tony Allen. 

Mr Major confirmed that 
ba n ks win tie able to claim 
Tefief according to the gulde- 
fines puhHsfced to February by 
the Bank of England. The 
gubMtoes. provide criteria for 
calculating risk of non-repay- 
ment on sovereign debts. 

The Inland Revenue said it 
would Issue its own similar 
criteria to explain how the tax 
relief will be made available. 

Criteria will be established 
and scores prescribed for each 
criterion which will convert 
into maximum percentages of 
debt. which will be allowable 
for tax reHet 


For accounts which ended 
yesterday and from now on, 
relief win be available on the 
lowest o£ 

• the provision made to the 
accounts; 

• the amount determined; 
according to the formula to 
the regulations for that year; 

• ter aocounts up to March 19 

1991, the amount determined 
by the formula at the last 
accou nti ng date before March 
20 1990; 

• for accounts ended after 
foal date, 5 par cent of the 
amoant determined by that 
flflnvnnlii 

The relief will be calculated 
on each sovereign loan sepa- 
rately. Where the a mou nt of 
relief previously given is to 
excess of foe formula, foe 
assess will be added to the 
bank’s toxahle profits. 



a hard-to-please lobby 


Yfe ritein’s notoriously tard-fcb- 
please small business ctartpi*- 
Jl^nity appears to have won. ia 
better deal from toe Chancellor them ; 
they had received frotn bis predeces- 
sor £n recent years. 

The range of nteasflrefi.a n n m mffid 

- including VAT, corporation tax 
n ufl the Business Expansion Scheme 

- was more extensile than in any 
recent budget though it still felted to 
meet a number of the small business 
organisations' more for- reaching 
demands. 

A complaint of two of .the largest 
of the small tastoesss lobby groups 
was that the changes would- help the 
better- established small company 
but would, leave the majority of 
Britain's. «waiy fiwnw .and self-em- 
ployed b usinessm e n unaffected. - - 

“The Chancellor has missed a 



oppo r t uni ty,** commented Mr 
Mtaflham, chief executive of 
Fbrftfo Of Private Business, 
which has 17,000 members. “The 
VAT and corporation, tax changes 
are wriHntentioued but are aimed at- 
thj J35p$um^zed. business employ- 
ing «W people and with turnover of 
£2m or more.” 

Small business lobby groups were 
also critical of wbat they saw as the 
Chancellor’s faflure to take account 
of high rates of interest 

which weigh particularly heavily on 
sfainR fjrtttft pecans e .they are to 
dependent m borrowings. 

. The Union of Independent Compa : 
toes,, which represents manufactur- 
ing companies, said it was disap- 
pointed that nothing had been dung; 
to soften, the blow of high interest 
The National Federation of 


Wto OlliyillJW (U W U H W « 

tiBIfch hte hearty 50,000 members, 
arid -the concessions matte by the 
Chancellor were more flan -wiped 
oto by-toe iSMmihcreato in Interest 
charges new -being paid -by small 
.ftws.as u.rewflt ft the. increase in 
btae rate from ^13 to IS pm cent 
*■ Other b»”"T iw w togamtotnnri were 
more, foyourably -disposed to the 
Chancellor's measures however. 
Ttttte of the changes are gdng to 
involve huge sums of money but 
given the feet we knew tt was going 
to he a captious budget anyway we 
Welcome .what tire .Chancellor has 
done," said Mr Andy Scott, "deputy 
director of the. CBFa small business 
raft 

... The Association of Independent' 
.Businesses, with 20,000 members, 

“ ” 1 ft® w fl iw t imA/l 



rfnm fits 11 I fkn hnrfreo^ : 


circumstances-” 

g. WUrin welcome for 
"" ", have been made 
'at VAT- The 
of VAT rtfles and .the 
ofthe neiisltito for any 
Mure to comply have long been a 
source of considerable concern to 
the «maH business community. 

- In particular, small firms have 
.long Men irked by the fact that they 
sometimes paid. VAT eVen if their 
customer^ tesESL to Settle their bills. 
The fact that they will now be able 
to claim relief on any two year old 
debts which they . have written off on 
their own bodes was widely wel- 
comed.. 

- The decision to allow companies 
to base decisions on whether to reg- 
ister for VAT on past rather than on 
projected turnover was also wel- 


talaJr had. great difficulty in estimat- 
ing illkeiy fijttire turnover. 

-The nddfog of the celling below 
which small businesses pay a lower 
rate. of. corporation tax will save 
companies making profits of upto 
£Lm about £6,250 a year, the uIC 
calculated. “This is a relatively 
small amount but is a farther piece 
pf - en c o ura g ement;" -said Mr Bal- 

Tbs faefease in the anfoutat which 
trading companies can raise under 
tike Business Expansion Scheme to 
£750,000 was welcomed as setting a 
more realistic limit on BES fund- 
raising. The reduction in the limit to 
just £500,000 in 1988 had made BES 
un at tract ive to many companies. 

TUB tax relief Is particularly wet- 

come at a time when the govern- 


ment is winding down the amoant of 
direct support for the co m tr y’s 300 
enteprise agencies, said Mr David 
Grayson, a director of Business in 
the Community, the agencies* 
umbrella organisation. Support for 
the agencies is increasingly coming 
from small companies which will 
find the tax relief particularly wel- 
come, he noted. 

The decision to allow roll-over cap- 
ital gains tax relief to the owners of 
businesses which offer shares to 
their employees by means of an 
Employee Share Ownership Plan 
<ESOP) also won praise. Tins will 
allow the smoother transfer of power 
of family-owned companies ana help 
keep them independent, the UIC 
noted. 

Charles Batchelor 
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■ Wbat European opportunities are open to you 
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■ Who is crying out for your business 

■ How to target your mailing lists 
accurately 
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and discover it through 
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New high tide for building material imports to UK 

Andrew Taylor on the soaring trade gap caused by increasing output in the construction industry 


A CAKGOSHIP laden 
With 25,009 tonnes of 
Swedish cement makes 
its way up the Bristol Channel 
heading towards one of two 
sflos at Avonmouth owned by 
Castle, Britain’s second largest 
cement manufacturer. 

The cargo, from Slite in 
northern Sweden, is required 
because British cement manu- 
facturers do not have the 
capacity to satisfy the demands 
of the country’s construction 
industry which has increased 
output each year since 1981. 

Britain’s trade deficit in 
building materials soared over 
that time, from just under 
£4Q0m in 1981 to £2£5bn last 
year. Hie building materials 
deficit cose by a tenth during 
1989, to account for Just over 12 
per cent of Britain's total visi- 
ble trade deficit of £23.1bn. 

Gov ernment minis ters have 
criticised building material 
producers fin: failing to invest 
in expanded capacity in time to 
meet increased demand from 
the UK construction industry. 

Producers say that in most 
cases imports have simply 
risen in line with increases in 
UK construction output, 
imports as a proportion of total 
building material sales have 


remained relatively modest, 
ranging from just over 22 per 
cent in 1978 to just over 25 per 
cent in 1988. 

The trade gap in building 
materials is expected to narrow 
this year - UK construction 
output is forecast to decline as 
high interest rates discourage 
private investment in residen- 
tial and commercial pro perty. 

lie rise in the building 
materials trade during 

the 1980s has been exacerbated 
by: 

• The speed at which con- 
struction output has risen. UK 
producers were unable to 
increase output quickly 
enough to cope with a rise in 
construction output of just 
under a sixth during 1987 and 
1968. 

• Hie sluggish performance 
of construction industries in 
northern Europe, which meant 
that, prnnft manufacturers hart 
spare capacity just when Brit- 
ish producers were struggling 
to keep pace with a sustained 
period of high growth In 
demand. Output in West Ger- 
many, in particular, stagnated 
during the mid-1960s. 

• The planning and develop- 
ment process In Britain, 
whereby it can take up to 



Down at the docks: a new M gf i in imports 


seven years from investment 
decision to <w>mii )pm«»nt ter a 
large cement works, according 
to Mr lan McKenzie, deputy 
chief executive of Blue Circle, 
Britain’s biggest cement pro- 
ducer. Over such a period con- 
struction output can decline. 
Brick companies, -which have 
invested £i50m in improved 
capacity. over the last three 
years, lave recently been lay- 
ing off workers and closing 
war^wal plants tffqniiw 


to the British, housebuilding 
industry have fallen steeply. 

• The need to purchase raw 
materials that Britain does not 
possess or produces only in rel- 
atively small quantities, such 
as timber, ^inwrinfum amf cop- 
per. Such materials have gen- 
erated a large part of Britain’s 
budding materials trade defi- 
cit. The deficit on raw timber 
alone has topped £lbn a year 
- substantially more if manu- 
factured products such as 


wooden doors are included. 

There is little that industry 
can do to replace imported raw 
materials, although the avail- 
abffity of some soft woods has 
improved with increased 
investment In forestry. 

More worrying has been 
Hie sharp rise in imports of 
manufactured goods. Last year, 

t he teaflu dpfjirH- an air-condi- 
tioning equipment more than 
doubled to £7U7m - in 1984 
there was a trade surplus of 

£3.49m. 

Hie on builders’ iron- 
mongery, which includes items 
such as door knockers and 
hinges, rose from £55.82m in 
1984 to £18SL38m last year. Hie 
deficit on decorative tiles rose 
from £4&3m to £U4j41m over 
the same period. 

H.&R. Johnson, Britain’s big- 
gest ceramic tile manufacturer 
blamed cut-price competition 
from Spanish and Italian man- 
ufacturers for its decision, last 
autumn, to make 325 of its 
2 300 workers redundant 

The upsurge in office devel- 
opment in central London has 
attracted Belgian steel fabrica- 
tors, German and Swiss lift 
manufacturers, French steel- 
piling specialists and Japanese, 
Scandinavian and North Amer- 


New high for Heathrow traffic 


By Paul Abrahams 

HEATHROW airport recorded 
its highest ever number of air- 
craft take-off and landing s last 
week, the Civil Aviation 
Authority (CAA) announced 
yesterday. 

The airport, which is the 
busiest in the world, imwrti«id 
1,162 movements last Friday. 
Hus beat the previous record 
set in August last year. 

Mr Christopher Tugendhai. 
chairman of file CAA, warned 
yesterday that movement rates 


are now bo sustained that no 
month' can be regarded as 
quiet 

CAA forecasts suggest that 
the number of passengers 
using the three London air- 
ports could, in 2005, reach 
lOOm, double the figure in 1987, 
he yM 

Mr Togendhat warned that 
additional capacity in the air 
and on the ground would be 
needed to deal with this 
growth. 


In the TnAj mKn m British Air- 
ports Authority (BAA), the 
owner of Heathrow, announced 
this week that xt was raising 
its charges to airixues at the 
airport by an average 9J3 per 
cent, in an attempt to maxim- 
ise the capacity of the airport 
at peak times. 

Peak landing fees are hwiwg 
increased by 145 per cent 
This means that it will cost 
about £4,809 for an arrival and 
d epartu r e of a Boring 747 at 
peak times. 


HOW TO 
THIS MUCH LOAD 



OUT OF THIS MUCH VEHICLE 


You're a vehicle operator 
looking to expand your business. 

Like everyone else, you 
only have so many sets of 
wtiesls and so many hours In 
the day. Your drivers can't put 
in any more time and you can't 
afford major new Investment. 
How's It dons? 

Just say tha magic word. 
Datatrak. A unique vehicle man- 
agement, control and security 
system which can provide 
minute-by-minute on-screen 
monitoring of all your vehicles' 
move me nt s — or Indeed, non- 
movements. 

Showing you at a glance 
exactly where your vehicles are, 
how fast they're going, their 
direction of travel end their 
current status. • 

All the inform a t i on you 
need to make vital on-the-spot 
management decisions. (Not to 
mention maximising the effect 
of any routing and scheduling 
programs you may have.} 

It all adds up to more calls 
per hour and fewer misspent 
miles. Which rather suggests 
there's only one way your 
profitability can go. Dare we say 
it, through the roof. 

To find out more about the 
benefits Datatrak can bring to 
your business, eaU Roger Holmes, 
Marketing Director, on Swindon 
(0793) 722549 or send the coupon. 

I “srfmrs 1 

lb Datatrak Ltd, Kargraoras Rom. * 

I GroandtmS, Swrfadoa SN2 SAZ I 

| TW C07S3J 722S49. Fn C07SJ} 727230 J 
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Signalling a new era in 
vehicle management 


Chemical explosion causes widespread damage 

Firefighters called to blaze 
at Shell oil refinery complex 


By hm H a m i lton Fazey, Northern Correspondent 


MOBE THAN 200 firefighters 
from three brigades yesterday 
p reve n ted a blaze from spread- 
ing throughout Shell’s oil ieQ- - 
nerv and rh emlr wi a canndex'at 
Stanlow, Ellesmere Port, 
Cheshire. 

Six workers were injured in 
the fire, two of thpm seriously. 
It caused large-scale destruc- 
tion, the cost of which was not 
known last night 

The blaze followed an explo- 
sion at about 1L20 am in a plant 

mwfctwg l ii lw i iiwl fate products 
for speciality chendcala 

Eight fire tenders, five of 
flwm belonging to failed 
to contain the fire, which 
spread after an hour to Stan- 
low’s xylene bulk storage 
tanks. 

Blaring xylene, a highly 
inflammable liquid derived 
from benzene, started spread- 
ing to other parts of the com- 
plex, which is tha l a rgest in 
the UK. 

Another 20 appliances from 


jyside, Cheshire and 
North Wales were called in. 

Shell said it believed that 
any possible pollutants had 
been contained within the refi- 
nery boundaries. Police said.no 
evacuation of nearby commu- 
nities was needed and no roads 
were closed. 

Some chlorofluoroaniline 
vapour, a potentially explosive 
gas, was released into the air, 
but file iiwnpuiy «aid ft had 
dispersed safely. 

One of the seriously Injured 
workers was transferred to a 
specialist burns unit at Whis- 
ton hospital, St Helens. The 
other was said to be “fair" in a 
Chester hospital. The four oth- 
ers went home after treatment 

ter inhaling smnlcp 

Shell said oil refining had 
not been affected. "At this 
stage we have no idea what 
caused explosion, hut a fan 
investigation is under way." 

Hie fire is the second serious 
incident associated with Stan- 


low in seven months. Last 
August a pipeline fractured 
while carrying crude oil along 
the foreshore from Birkenhead 
to the complex. Shell pleaded 
guilty to polluting the Mersey 
and was last month fined Elm. 

Shell’s North Sea oil produc- 
tion installations were also 
affected last year by a series of 
accidents and equipment fail- 
ures that badly restricted pro- 
du ction . 

• SHELL UK yesterday fore- 
cast another difficult year for 
North Sea oil production owing 
to a large programme of off- 
shore platform refurbishment 
and Installation of safety 
equipment 

Shell said its 1969 UK pro- 
duction foil by 29 per cent to 
245,000 barrels a day, compared 
to 1988, and that production 
this year was expected to be 
only marginally better. Shell 
and its joint venture partner 
Esso account for about one 
quarter of UK production. 


Give your company 
a first class address 



ft** your company to Cleveland and 
solve many major problems — recruiting 
and retraining staff — paying the earth for 
premises— speeding time in traffic jams— 
and nonyingabour flie cos* of living. 

Cfevebnd has fast dass answers. 
Sfcffled and adaptable people, loyal and ‘ 
I wniw or fcl ng. Lav cost factories and 
business propertie s wfth unbeatable - 
Incentives and E nt eiprise Zone . 
opportunities. 

Fast road Bnks together with exceBent 
air and inter city services. Also Cleveland 
hasthe second latest port In England. 
Beautltd ooastand country on thedooonep 
offering Inexpensive housing, and time to 


Mora businesse s and bmffies awe 
reaBsfog the advantages Cleveland offers. 

For a first class response post die coupon. 
<lf you want to beat the post- Freefone 
Cleveland). 
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Brit air 
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jean developers. . 

The British lift industry has 
also bowed to foreign domina- 
tion - four of the Cye largest 
lift companies operating in the 

UK are foreign-own ed. 

Britain's trade balance on 
lifts has moved from a surplus 
of £5m in 1976 to a deficit of 

£22m in 1988. 

However, international trade 
in building materials has not 
been a one-way street. British 
brick m anufacturers have been 
exporting small quantities of 
bricks. Steetley. Britain’s third 
largest brick manufacturer, 
exports to Japan and has just 
co mmiss ioned a large plant in 
Kent, which it says will be able 
to export bricks through the 
Channel tunnel. 

The pressure to import build- 
ing materials should ease as 
the pace of growth in UK con- 
struction activity declines and 
new manufacturing capacity 
comes on stream. 

Producers of manufactured 
goods which have lost market 
share to imports face a longer 
haul if they are to regain lost 
gro und Like much of Britain's 
engineering sector they must 
compete on design, reliability, 
delivery and price. It remains a 
tough battle. 
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it won’t be just the 


that benefits from our 


ca 


Audi 




No one needs re mi nd i ng of the need to clean up the environment. 

The desire to improve- the air we breathe, to reduce acid rain, 
to promote healthy forests and to rear healthy children is universal 
and natural enough. 

Indeed, even the EC has found something it can agree on. 

To this end, from 1992, every new car sold in EG countries will 
have to emit 70% less poisonous exhaust gases. By law. 

At Audi, we’re delighted. 

We decided, howevex; to act sooner rather than later. 

The Audi 80 2.0E, like every new Audi since September 1980, is 
equipped with a 3-way catalytic converter as standard. 

The cat reduces toxic emissions by up to 95% (25% more than 
the law will require). 

And, unlike some other car manufacturers, we won’t ask you to 
pay a penny extra for it. 

Nor will you pay in lost performance or increased running costs. 

In fact, owning a new Audi could prove to be something of 
a windfall. 

In Germany, where the effects of pollution are already evident, 
cars with cats are - not surprisingly - proving to be more desirable 
than those without. 

Something that’s being clearly reflected in higher resale values. 

Drivers of company cars will also benefit from the Audi 80 2.0E’s 
tax-efficient 2 litre engine. 

And, as with every new-generadon Audi, the 2.0E is covered by 
our free 6-year ‘On-Call’ recovery service. 

It has an anti- corrosion warranty that will last into the 
next century. 

Major services are 20,000 miles apart. 

And it runs On cheaper unleaded petrol. 

Drive an Audi, it seems, and you can do your bit for the 
environment. 

Without throwing your money to the wind. 


THE AUDI RANGE FROM £11, 634 -£40,334.* 

To: Audi Information Department AR, FREEPOST, Yeomans Drive, Biafcdanria, Milton 
Keynes MKI4 5EY1 Or dial 100 and ask for FREEFONE AUDL 
Please send me details of the dean, new-generadon Audi range. 

Mr/Mrs/Miss/Ms Initials i .i Surname . . . . ■ ... ... . . . . 


Address 


t Phone 
. Home 


ftjstcode 


Phone 

Business 


VORSPRUNG DURCH TECHNIK. 


FT.21-3.flt 


no' 1 ' 


•PRICES ARE CORRECT AT TIME OF GOING TO PRESS AND EXCLUDE NUMBER PLATES AND DEUVERY FLEET SALES TELEPHONE (0908) 2U616. TAX FREE SALES TELEPHONE: 01-486 8411 
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home. 


AT&T USADirect? The only service that puts you 
in touch with an AT&T Operator in the States. 


61990 /ror 


AT&T 

The right choice. 
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Record company cannot apply 
penalty clause against invoices 


ARESTON SRL v 
CHARLY RECORDS LTD 
Court of Appeal (Lord Justice 
MustEH, Lord Justice Beldam 
and Lind Justice Leggatt): 
March 131990 


pressings and of considerable 
value to Chariy. 

Accordingly, by clause 7 of 
the agreement, Arlston under- 
took to return all the items 
within 10 working days of 
Charly’s request. The clause 
provided that “a penalty of 
£600 per .day. will be paid by 
Ariston fin late delivery.” 

In 1985 Charly transferred its 
production order from Arlston 
to another company. Just 
m id**- £14,000 was outstanding 
on. invoices for records sup- 
plied by Arlston. 

On February 13 Charly gave 
notice to Ariston to return the 
metal parts, lacquers etc. 
About half -the items were col- 
lected on March 18 and, accord- 
ing to Ariston. all were 
returned by March 2& 

On January 3 1986 Arlston 
issued a writ claiming £13338 
outstanding on invoices. 
Charly admitted the sum was 
due but contended it was enti- 
tled to set it offend exti n guish 
it against £19,800 counter- 
claimed for Ariston’s alleged 
failure to return parts, nega- 
tives, artwork and so on within 
to days of demand. 

-Relying on clause 7 of the 
ament, Charly counter- 
" £600 for each of the 33 
__ ring which Ariston bad 
allegedly detained some or all 
of the parts. 

Ariston : . contended that 
clause 7 was unenforceable 
because it amounted to a pen- 
alty clause. Charly contended. 
£600 per day was a genuine 
pre-estimate of the damage it 
would be likely to suffer 
should the. items- not be 
returned, and was therefore 
recoverable as liquidated dam- 


SPOMS AGREED between par- 
ties to a contract, to be pay- 
able in the event of specified 
breaches, cannot te a gMiniua 

pre-estimate of. damage if they 
are to apply equally to serious 
and minor breaches. They are 
therefore not liquidated dam- 
ages but a penalty which Is 
unenforceable for the purpose * 
of the whole contract, includ- 
ing in respect of those 
breaches to which they are 
proportionate. 

The Court of Appeal so held 
when dismissing an appeal by 
the defendant, Charily Records 
Ltd, from a decision by Judge 
Hayman on a preliminary issue 
that a clause in a contract 
between Charily and the plain- 
tifL Ariston SEL, was a penalty 
clause and therefore unenforce- 
able. .. 

LORD JUSTICE BELDAM said 
that Charly specialised in prod- 
ucing and marketing re-issues 
of qualify popular records of 
jazz, blues and rock music. 

It bought the rights of 
records released under other 
labels and re-issned them 
under its own. 

For that :purpose it acquired 
master tapes of the perfor- 
mance and the metal parts and 
lacquers used for pressing out 
the records. -It also obtained 
the negatives, films, artwork 
arid labels necessary to pro- 
duce record sleeves and protec- 
tive innw envelopes. 

It did not have the facilities, 
to manufacture the records but 
contracted with - specialist 
record-making companies 
which did. 

Arlston was an Italian com- 
pany 'in Milan which produced 
record pressings. On July 1 
1982 Ariston and Charly 
entered into an agreement 
under which Ariston under- 
took to manufacture long 
playing records and to print 
colour sleeves . and. plastic 

coated and printed Inlay bags. 

Chariy was to entr ust Aris- 
ton with the necessary metal 
parts, lacquers, negatives, art- 
works and label information. 

All those items were ess ential — . _ 

f n Mi* nmHnf^inn of record clause would mrolar though few 


On the evidence Judge Hay- 
man found thht danse 7 was a 
Penalty clause and was there- 
fora unenforceable. ... 

He held that ,£600 was for 
removed from a pre-estimate of 
damage. He found that the 
prime reason for danse 7 was 
that Chariy wanted its parts 
back quickly and that its over- 
whelming purpose was to try 
to persuade or compel Ariston 
to return them within the stip- 
ulated periocL 

The judge. concluded that 
because the clause provided 
£600 -was payable if any Items 
were, and -the same sum would 
be payable if a gfrigto Rare or . 
every item or. something in 
between was detained, the 


items were retained, causing 
no damage to Charly. For that 
reason he said the clause was 
to be construed as a penalty. 

In Clydebank Engineering 
[1905] AC 6 Lord Halsbury 
emphasised that the court 

must construe such a clause 
according to the real nature of 
n» tra nsaction *hat the 
mere use of “penalty" or “dam- 
age" would not he conclusive 
as to the parties’ rights. 

He said it was an established 
principle that parties might 
agree that a particular sum 
should be payable in damages 
for breach because sometimes 
the nature of the damage was 
such that proof of it was 
flrtr pmriy difficult and expen- 
sive. 

In . the same case Lord Davey 
said If a sum payable for 
breach of a particular stipula- 
tion was proportioned to the 
amount of non-performance, 
“for instance if you find that it 
is so much per acre for ground 
which has been spoilt by min- 
then it was 
that prtma facie the 
i intend*^ the amount to 
iiq nidat»d damages and not 
a penalty, 

Chariy argued that, the parts 
did not all have the same value 
and that it was exceptionally 
diffi cult to make a genuine 
pre-estimate of damage. It had 
ffvad on a figure which would 
represent an average of the 
duly loss likely to be suffered. 
It argued that in the circum- 
stances of the case, that was a 
reasonable way of approaching 
an ffpwawiifl tf of dfliiiag B. 

Attractive though the argu- 
ment was, it was wrong. The 
judge's conclusion was correct. 

In Wallis v Smith (1882) 21 
Ch D 2& the relevant clause 
provided that if the defendant 
were to commit a “substantial 
breach" of the contract, he 
should pay £5,000. It was held 
that the inclusion of “substan- 
tial breach" meant that trifling 
breaches were excluded and 
the clause could therefore be 
construed as providing for liq- 
uidated damages. 

In Lord Elphznstrme v Monk- 
land (1886) 11 Am Cos 232.242 
Lord Watson said "when a sin- 
gle lump sum is made payable 
by way of compensation an the 
occurrence of one or more or 
all of several events, some of 
which may occasion serious 
and others but trifling dam- 
ages, the presum ption is that 
the parties Intended the sum to 


"SSil was therefore ron- 
the light of the prin- 
ciole that the sum payable for 

the breaches should be propor- 
tionate to the extent of the 

accepted that it was 
not on reasonable to take an 
overall figure of £600. as a suit- 
able basis for a ee n ^ me pr T^ 
timate of damage should Aris- 
ton fail to return all or a 
substantial part of the items. 
But the same sum was also 
payable if it failed to retorn 
even a few comparatively 
unimportant items. 

In that event the sum would 
clearly be out of proportion to 
any loss and, as such, would 
have been a penalty. 

It would not have been diffi- 
cult to have made it propor- 
tionate to what was detained, 
by providing for a sum to be 
paid per item for each day on 
which it was detained. While 
that would not necessarily 
reflect in every case the loss 
caused by failure to return the 
particular item, it would pro- 
duce a result which could rea- 
sonably be said to be propor- 
tionate to the loss likely to be 
suffered. 

The remaining question was 
whether, even for breaches for 
which the £600 could properly 
be regarded as a genuine pre- 
estimate of damage, the court 
should regard the clause as 
unenforceable because for oth- 
ers it amounted to a penalty, m 

In Dunlop [1915/ AC 79,102 
Lord Parmoor said that if the 
agreed sum applied equally to 
stipulations of varying impor- 
tance and was a penalty in 
respect of any of them, it was a 
penalty for the purpose of the 
whole contract “since it could 
not in the same contract be 
construed both as a penalty 
and as liquidated damages." 

Accordingly, clause 7 pro- 
vided for payment of a penalty 
and was unenforceable. It 
lacked any adequate provision 
which enabled the sum payable 
to be proportionate to the 
extent of Ariston's failure to 
return specific items. 

The appeal was dismissed. 

Lord Justice Leggatt and 
Lord Justice MustiH agreed. 

For Charly: Hugo Page (Canaar 
Holmes). 

For Ariston: Roger Smith (Lee 
& Thompson). 

Rachel Davies 

Barrister 
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Hanning a business trip to Asia? It main*; good business sense to focus on Bangkok. Thailand’s economy is booming. And Bangkok's unique geographical position at the 
centre of Asia makes it the perfect starting-off point It is also home base for Thai International, so we have more flights in and outoftherefhan ary other airiine. — r _ 
If you’re wheeling and dealing in Asia, fly with Thai -the best airline around. Thai. Centuries-old traditic»is.hmovative thinking. State-of-the-art technotogy.^^ 
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The tale of two 
Paris theatres 


The revival in the fortunes of 
opera In Paris ■- three differ- 
ent theatres now in action - 
has brought about -some 
piquant* contrasts. Not all of 
them are entirely flattering to 
the new Bastifle theatre (on 
whose opening performance I 
imported on Monday).' The 
wide-ranging programme of 
staged and concert opera at 
the ChateLet, collectively *wip«i 
the Theatre Musical d» Paris, 
continues in fall swing; And* 
perhaps the best news of all* 
the Opdra-Comlque, with a 
new administration formed as 
a subsidiary of the Bastille, 
has come back to life, after a 
painfully long period of sezni- 
dormancy, with a marvellous 
programme of “small-honse" 
and unfamiliar nieces. 

The day after the Bastille 
Trojans, it was particularly 
instructive to attend a perfor- 
mance of the Idomeneo revival ' 
currently under way at the ' 
Opera-Comique. The produc- 
tion itself (by the Moroccan 
theatre director Simone 
Amoyal) need not detain us 
long - it Is* in a good way, 
spare, and* in a silly way, 
laden with irrelevant detail* 
mostly supplied by mute figur- 
ants. The singing (David Ken- 
dall in the title role excepted)' 
was competent rather than 
remarkable, the playing of the 
young Orchestra d’ Auvergne 
under Jean-Jacques Kantorow ' 
mnsicianly and well-venti- 
™ la ted, but seldom quickened by 
dramatic urgency. 

And yet the visit brought 
with it some pointed remind- 
ers about the nature of“ffve” 
opera, and the crucial Impor- 
tance to the spectator of exper- 
iencing direct jd^skaltontact 
with the music.- Bellini 
believed that the purpose of 
operatic drama was to ‘‘make 
people weep, shudder* die 
through the singing. B What 
makes the Opera-Comique 
such a marvellous home far 
smaUer scale opera is not the 
gold-encrusted decoration or 
the frescoes and friezes 
(delightful though that may 
be) hut the warmth of the 
acoustics and the h i iii i Mi ey of 
contact between audience* pit 

nnii cfnirp 

This is not a simple matter 
of theatre size: large theatres 
like the New York Metropoli- 
tan, with its excellently well- 
balanced acoustics, prove the 
point. In the Salle Favart the 


theatrical conditions for 

“weeping* shuddering, dying* 
were there one /eft Maxsrtfe 
music* and . the .voices and 
instruments' that were its ve& 
sets of conununteattonl. They 
didn’t seem to be coming front 
the fhr. distance* or through 
the wrong end of a telescope. 
The acoustics jqf the newBra- 
tiUe theatre are the subject of 
some controversy* calculated 
and adjusted by the latest 
computer technology* pro- 
nounced “perfect” by Pierre 
Bonier (among others)- — and 
to my ears, from a seat quite 
farback in the staBs,faIHble 
in these most Important 
respects. 

Acoustics is somethin g of a 
mystery, a miracle rather than 
a .science* and : so any .pro- 
nouncements upon the Bus- 
tilled (on the evidence of three 
encounters in three different 
seat-positions* last July aUd 
now last Saturday) should be 
hedged with caution. Never-' 
theless, it seems to me feat 
since the Bastille admftristra- 
tidn intends, to play popular 
opera: of every sort mid size In 
the Grande Salle - which, 
after all, Mozart and Am doo- 
anm (rarther than Berlioz and 
Les Troyms) were originally 
intended to launch - the 
acoustical question needs id be 
faced and answered, more 
urgently than ever. 

The teething troubles wit- 
nessed In the Grande Salle last 
Saturday - the bit of scenery 
lifted to tiie flies that crashed 
and nearly fell, the curtain 
that failed to rise Will 
surely an be cured in time. 
Even the ca mp uteg ^ a sed stage 
machinery, thus ter quite 
unworkable (most of Pirn: 
Lulgl Pizzi’s Berlioz produc- 
tion had to be based on 
bid-fashioned troBying), will 
no doubt eventually be mas- 
tered. h the foyer areas the 
lights will be 1 fixed in the toi- 
lets (grossly inadequate In 
number and size), and sooner 
or later all of the audience 
lifts (obviously far too few hi 
number) win be in operation; 

But in current acoustical 
condition, and with all the 
good win in the world, I find it 
Impossible to Hn«g hw» a feasi- 
ble pro gramme of operas for 
this auditorium other than 
those a£ Trojans a tee. Nous ver- 
rons. . 

Maxloppot 


Anup Kumar Biswas 


PURCELL ROOM 

The young Indian composer, 
conductor and his main 
claim to fame - cellist, Anup 
Kumar Biswas, programmed 
three of tire great cello sonatas 
for his Purcell Room recital 
with pianist Nigel Clayton on 
Monday, then threw In an 
extra item on the night. Since 
I last heard him in this ban 
(more than seven years ago) 
Biswas has definitely - gained 
in musical stature. Bright-eyed 
as before, he plays with the 
same enthusiasm but greater 
acuity. His Is a markedly 
appassionato manner; he Is 
generous with vibrate and por- 
tamenti to a fault, and showed 
iiimwrif much more at lyimp 
with the sonatas by Brahms 
(the E minor. Op. 38), and 
Rakhmaninov (G minor. Op. 
19) than with .that by Bee- 
thoven (A major. Op. 69). 

To a considerable extent he 
has overcome the intonation 
problems which beset trim for- 
merly, though the initial 
movements of both the 
Brahms and the Beethoven 
works softened in this respect. 
Nevertheless, the opening 
phrases of the Brahms were 
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• tnembrable for the Expres- 
sively dusky tone he imparted 
to them,, while there was ah 
Impressive stabbing climax 
later. The Allegretto was thor- 
oughly attractive, even pass- 
ingly dainty, and . afforded 
some interesting pre-echoes of 
the “Pierrot" middle move- 
ment of the Debussy cello 
sonata. The fugal finale was 
executed with power. 

, Nigel Clayton’s accompani- 
ments were beautifully 
gauged, lure and throughout 
the programme. -His playing 
-combined an enviably limpid 
touch with a virtuoso flair. He 
was more comfortable with 
Beethoven’s idiom than 
seemed the cellist, who tended 
to force expressivity on the 
music' rather titan discover its 
true lyricism. The opening 
movement of the big Rach- 
maninov sonata found hhn at 
greater ease; whilst in Bruch’s 
Kol Ntdre, included as a memo- 
rial tribute to a friend, he had 
genuine opportunities for 
heartfelt extravagance of 
phrasing. 

Paul Driver 
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The old green sofa goes high-tech 
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1*8 Law ensures that; 
whatever a television 
critic's famfly wants to 
watch, brought to be 
watching something else vnd 
so, as the faintly expands, the 
tittle tends to acquire more 
mod more- sets. In the Dnnktey 
residence (a narrow Victorian 
buitffiig on ibur flocffS) there 
are four colour sets and a spare 
black-and-white portable. Yet 
. despite such easy availability a 
fortnight's - holiday in the 
house moves that, left to toy 
own devices, my viewing 
promptly -contracts to News- 
night. Bilk a (assuming BBC2 
ControIIer AIan Yentob is in 
one of Ids pcojBWco moods and 
honouring his predecessor's 
pledge to screen the entire, 
series) and movies. And now 
Sky has deprived its small 
hand 7 Of viewers of the movie 
channel which was the chief 
inducement to install the sys- 


tem. la ftttare, we are told, we 
shall need s de-scrambler and a 
credit card before we can 

Watch' f tap fUrriq , 

Driving the domestic televi- 
sion outfit is becoming quite a 
akflL The equipment hi our sit- 
ting room CTV set, two video 
recorders, and the Astra 
decoder} already involves four 
sets of remote controls. One 
member of the 'family - no 


names, no pack drill, but she is 

flw mother Of my rhflrih-wn — 

has still not mastered the art 
of setting the newest VCR fbr 
delayed recording. We have 
had ft five years. The once Sta- 
ple hnomtiM of rittmg OQ the 
old green sofa watching the 
tally is turning into a high-tech 
akDl not unlike the navigation 
of the starship Rntm - p H y*, and 
although this is seen as a joke 
it is, I suspect, a factor which 
may lead to less 'viewing. The 
more choices you provide, the 
more complicated yon make 
the business of viewing; and 
the less some people wjQl 
watch." 

Now it seems we will Imve to 
add to the system not only a 
Sky descrambler and smart 
card if we want to go on watch- 
ing their films, hut, "Miming 
we want to sample the joys of 
BSB, another decoder and a 
fifth remote control. Further- 
more, we shall have to break 
the law since it is Illegal to 
have more than one satellite 
dish mounted an the premises. 
Presumably the Government, 
which seems besotted with sat- 
ellite television, will pretty 
soon change that law. Mean- 
while, as the .Victorian floor, 
boards creak under the grow- 
ing weight of electronic equip- 
ment, what about the pm- 
grammes? 

Drama, seems ta.be idhogou. 
a plateau: "Ther first thing‘s - 
watched on holiday was' 
described as -a ^Eflm On Four” 
yet in the event It looked, sty- 
listically, Hka. a typical sixties 


.television drama. Called High 
Hopes It was written and 
directed by Mike Leigh 
offered a deeply dispiriting 
view of the life of a number of 
Londoners, working class and 
ynppy- If people are going to 
make “films* such as this, per- 
haps Channel 4- could 
announce: “The following pro- 
gramme is not intended to be 
entertaining. The producer wlH 
be wrapping up a number of 
ropy old political attitudes as 
drama and wagging iris finger 
at you a lot" At least we 
would know where we stood. 

It Is a pity because there was 
a time, back in the bloom of 
his youth (while socialism was 
still h credible ideal) when 
Leigh made highly entertain- 
ing programmes. Nuts Hz May 
and Abigail's Parly had plenty 
to -say about the state of 
Britain, but they conveyed it 
with humour. High Hopes was 
one long whmge, relieved by 
only the rarest moments of 
comedy, and even these con- 


S-A.vw 
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seem to be considered unutter- 
ably gauche by the pastel 
water-colourists of contempo- 
rary television drama. The 
same day which brought Reach 
For The Sky also brought Cir- 
cles Of Deceit from BBCs's 
“Screen Two,” a slow fashion- 
aide look at a slice of middle 
class fife in London; all angst, 
stripped- pine, and answer- 
phone messages. You longed 
for a Spitfire to come barrel 
rolling out of the sky. 

Comedy is healthier. TTY’S 
El C.T.D . has, unfortunately, 
already ended, but it has 
surely earned the right to a 
further series. In its prime 9 
o'clock slot it faced admittedly 
mild competition from the 
news on BBCi. repeats of 
Pennies Enm Heaven on. BBC2. 
and rnnr"* affairs on C4, but 
it did consistently puQ in an 
audience of Ut5m for its stories 
of retired Scotland Yard detec- 
tives on the Costa del SoL Its 
mixture of crime and comedy 
occasionally prompted 



Greater expectations for High Hopes' 


gfafwj larg e ly of «w n hww p t for 
the social pretensions of the 
lower-middle class. 

You could hardly find a 
greater contrast than Beach 
For The Sky, the 1356 film, 
shown again the weekend 
before last by ETV, in which 
Kenneth More played flying 
ace Douglas Bader. No doubt 
tbe Leighs of this world would 
find it desperately old fash- 
ioned and jingoistic, almost 
beyond parody in the senti- 
moitality of Its love interest, 
the Bops Oion Paper style of its 
action sequences, and the stiff- 
. ness of its upper lip. (The 
recent auction of Bader's dia- 
ries proved that his upper lip 
was, indeed,- incredibly stiff. 
His comment on the crash 
which led to the loss of both 
legs was “Bad show.”) 

But while all that Is undenia- 
ble the film also benefits from 
wany of the qualiti es -which 
"have ' been phasing audiences 
since at least the days of Greek 

^aadaH drama- bar n! am , wrr - ! 

rative drive, vivid activity, 
excitement — all of which 


thoughts of Alan Hater's Bef- 
derbecck e series, and perhaps it 
would have been even stronger 
if, like those, it bad had just 
ana writer instead of half a 
dozen. Yet it was quite impres- 
sive enough to be considered 
as a legitimate part of the Sal- 




l’s Nightingales Is a less 
certain proposition. There are 
some nice ideas In this sitcom 
about night security staff espe- 
cially the more bizarre - the 
student temp who turned into 
a werew o lf in the loo in the 
opening episode was a touch 
worthy of Soap, - but there 
are also worrying Inconsisten- 
cies. For instance, David Threl- 
falTs character. Bell, has been 
developed as a pt” 
yet" when If satis writer Paul 
Mairfn to do so he allows Bell 
to take off into flights of 
wholly uncharacteristic intel- 
lectual. fancy,. Still, it .wins, 
bushels of brownie points for 
simply not being about some 
tense suburban domestic set 
up. 

As far French And Saunders 


and Fry And Laurie, now 
appearing in the 9 o'clock 
BBC2 slot on Thursdays and 
Fridays respectively, they cer- 
tainly ma ke a change from 
Cannon and Ball, Little and 
Large, and all the otto come- 
dians whose acts would took so 
familiar to a World War Two 
audience. But they would do 
well to pay dose attention to 
their fellow Comic Strip alum- 
nus Ben Elton whose Mon 
From Auntie series on BBCI is 
showing what bard wort: and 
ruthless editing can do. Having 
modified the more sanctimo- 
nious aspects of those fashion- 
able social attitudes which 
gave an unpleasantly oily feel 
to his early work on London 
Weekend, EUon is prov i ng to 
be the most original - and 
simply the best - stand up 
comedian to emerge for more 
than a decade. 

French, Saunders, Fry and 
Laurie are certainly funny 
enough at their best, but they 
(and more culpably their pro- 
ducers) are too willing for 
them to operate below their 
best About half the sketches 
in both opoiing episodes were 
bmp, over long, and Indulgent 
They needed fierce editing and 
vigorous polishing. 

But the most impressive, 
useful, and engrossing parts of 
television at present are the 
ff u rnt w flt affairs wwH documen- 
tary strands. To scone extent 
this is just coincidence. BBC2’s 
Airline - which this week pro- 
vided such a wickedly reveal- 
ing contrast between the PR 
claptrap about dealing with 
customers taught to the staff 
behind the scenes (“Smile 
when you dial”) and the reality 
of cynical ruthlessness which 
regular air travellers know so 
well from the check-in (*Tm 
this flight is overbooked 
but here is a voucher for a free 
cup of tea”) - might have 
cropped up is the schedules 
any time in the past few years. 

That is atypical of the fasci- 
nating programmes now com- 
ing from television in the non- 
fiction area, however, most of 
which are connected somehow 
with the apocalyptic events of 
eastern Europe. They range 
from Panorama's coverage of 
German reunification to BBC 
Scotland’s excellent account of 
Ashkenazy's return to his 
homeland for the first time in 
26 years: Bom bi The USSR. 
Among the very best (judging 
from last week’s opening epi- 
sode, and before seeing No. 2 
last n ight ) are Jonathan Lew- 
is’s three programmes on 
Stalin which are wring amaz- 
ing archive footage made avail- 
able by glasnost. But to these^ 
and. the whole subject of east- 
ern Europe an ‘renewal, we 
t pmrt return in a future col- 
umn. 

Christopher Dnnkley 


The Flood 

UNICORN TMRjmW 

With tiie sebool holidaya looming it is as 
well to remember the Unicom Theatre far 
Children. Situated since 1967 in the Aria 
Theatre the company gives daytime perfor- 
mances of professional theatre for the age 
range oTfour to 12 years. Currently their 
intriguing offering is. written well enough 
to warrant adult Interest. 

- Charles ^Way was responsible for the 
highly successful stage adaptation of 
Bruce Chatwyn's On the Black HiB, and 
the same affinity with the poetic can be 
detected in The Flood. A sq uabbling mid- 
dle-class family is: hawiimwf in by urban 
values, hinted at in the styfised skyscraper 
backcloth of Paal Kotoash’s set Mother 
is haunted ^by dreams at cataclysm, cent 
nected wIHi the ceaseless rain that threat- 
ens to provoke a state of international 
emergency. Father fe too obsessed wtEh Ms 
job to take her forebodings seriously; their 
bickering corrodes - the children’s happi- 


ness. 

The mood of menace from impending 
disaster recalls the Australian film of 
dream-heralded catastrophe, Peter Weir’s 
The Last Wane. The flood comes of course; 
and after escaping in the providential boat 
that wyrthffr had apparently czazfly sunk 
the family savings to, the family survives 
a storm i t destroys the boat. They come 
to an island where father and son. enjoy 
the senseless slau g hter of small animals. 
and which tbs.&ther pirima for their own 
territory. Humane counsels prevail; and 
the play ends with the family bolding out 
bowls' of welcome to the audience as 
another group of su rvivors approaches. 

< The message of ecological responsibility 
is put'over gently. The island sta nds for 
the world: it belongs to everybody and to 
nobody. The feminine strengths - intu- 
ition, ftx»Rbg , * emotional relationships — 
are ccoxtrasted with the father’s obsession 


with Ms briefcase, symbol of the acquis- 
itive values which drag us down. The chil- 
dren sort out their sibling rivalries, attrib- 
utable to insecurity. 

The story is told in flashback by the 
children themselves in their old age; they 
are touchingly played throughout by vet- 
erans Joanna Field and fan Taylor, switch- 
ing from enlightened recollection to 
schoolkfd romping. Television’s Peter Dun- 
can (Blue Peter. Duncan Dares) has tittle to 
do as the father; but Julia North’s mother 
would be welcome in any grownup thea- 
tre. Chris Wallis’ direction fa ingenious, 
especially at turning a breakfast table Into 
a do uble bunk into a ship’s deck and cabin 
into an M a ud shelter, but falls to meet the- 
challenge of some of the writing's wordi- 
ness for an audience of ch ildren. Until 
Murrh 25 Only. 

Martin Hoyle 
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THEATRE - 

London 

Jeffrey Bernard Xg Unwell 
(Apollo). Tom' Conti has taken 
over from Peter O’Toole as an 
alcohoBc fonmaBst who - 
embodies a gfrtotaffiaiynay-say- 
ing Ufa force while oonunitting 

gniriijfl byvaflaL mh 

Waterhouse has stitched « line 
play, the season’s b f gh ti g fat , from 
Bernard's own writing, Ned Sber- 
tin directs. (4373688). 

Aspects cfflOve (Prince of - 
Wales). Andrew Uoyd Webber's 

latest to an intimate chamber 
operetta derived from David Gar- 
nett's isss noveSa. Musically 
interesting and weti directed 
by Trevor Nunn, n cast of 

unknowns pro^eet the right sense 

of sybaritic insouciance. (839 

5972} ■ . • 

• ■ . •• . . 

New York 

The Sound OfMuric (Nbw York 

State). The New York City Opera 

performs the Traqpp Family saga 
starring Debby Boone as Marta 
and LaoreoceGcilttflrd a* Cap- . 
tain vutt^ Trapp; Bods April 22. ' 
BefeH ranmfclrefjaymouth). 
Wendy Waaser^teto’s award-win- 
ning drama coverlng20 years 
in. Ufa of a successful Ameri- 

can baby boomer goes from sup- 
port for Eugene McCarthy'spres- 
idesntisl aspirations to electoral 
ambitions in the 1960s. 

Gypsy (St JamtfX This 30th amii- 

versary production does more 

than revive a rich, vivid musical; 
it also introduces a new belter 
in the Merman tradition. Tyne 
Daly, as the bossy, tireless and 
tuneful Rose, who shamelessly 
leads her daughter Into bins 
lesque while reacting a pemonal 


Ufa for herself (24B 0102). 

Grand Hotel (Martin Beck). 
Tommy Tune, -Broadway's pres- 
ent musical J jctc; directs this 
remake of the Garbo fihn to at 
least shake the banes af this " 
inert depiction actives crisscross- 
ing to an etegant, but somewhat 
random setting C24S 0102). 
y Todd (Circle to tl 


i (Circle to the 
Scutate}. An intimate production 
S^the Sondheim- Wheeler musical 
in contrast with the elaborate . 
o ri g inal a decade ago ampterisea 

the descent into madness cf Bob 
. Gtmtnn as the demon barber' ' 
of Tfleet Street (238 6200). 

Lend US a Trane XStoyate^ A = 
spruetog up to the set of a decay- 
ing town’s big time bpeca ambt- 
tinns makss a transatlantic hit 
of this farce, first produced in . 
London, but now with a local 
castled by Philip Boeoo and Vic- 
tor Garber 0239 62O0X » 

Jerome Bobbins* Broadway ' 

tbenotion tftSre^ hours of ffim 

trailer previews will adore this 
mrWpw wHtim rf Bnh WiK * iMfMMd 

and cfcoreograteied tibys of the 
past 40 years, including On the 
Town, West Site Story and 

Gypsy. The lustre of the credits 
is dfamned hy the brevity of each 
piece, with a contemporary -crew 
of Broadway asplranfe who lack 
the mnltirtslenta that insptrad . 
the heyday of the mosicaiTT 

Cote (Winter GardenVStai a 
seffout, Trevor Nunn’s produc- 
tion of T.S. Knot's children's 


M. Butterfly (EugeneO’Neffi). 
The surprise Tony winner for 
1988 is a somewhat pretentious 
and obvious meditation on the 
true story of tbe French diplomat 
whose lane-time mistress was 
a male Chinese spy (£46 0220). 
Phantom of the Opera (Majestic). 
Stuffed with Maria Bjonison’s 
gDded sets. Phantom, rocks with 
Andrew Lloyd Webber's haunt- 
tog melodies in this mega-txana- 
fer from London (239 e : ^‘> 

Washington 

stardust CFfrwmhmrer). Betty 
Buckley stars in a new musical 
compendium featuring the music 
of Gtenn Miner, Duke gfongto n. 
Hoagy Carmichael among others. 
Rnds March 25. (487 4800). 

Chicago 

-ns Pity She's a Whore (Good- 
man). Jo Anne Akabdtis of the 
Mabou Mines troupe directs John 
Ford’s classic about incest, set 
here in Italy of the USOs and 
starring LaureaTom as Anna- 
bella and Jesse Borrego as Giov- 
anni, Suds April 7. (448 3800). 
Steel Magnolias (Royal GeorgeX 
Anq Francis and Marcia Rodd 
play the leads to this view of 
southern life from under the dry- 
ers in a busy hairdressing estab- 
lishment (9889000). 

Tm Not Rappeport (Briar Si). 


Tokyo 

ITaTmlrf. At the National Theatre 


packed low-life drama about a 
serving man who tarns to drink 
and crime (285 74U). At Kabu- 

kl-m there are two mixed pro- 
grammes rt lUon and 430pm, 
starring mainly yaaoger actors. 
htflmting tVn» fawnna Onnagata 
Thmaaaburo. One oddity is a 
modem kabuki play writtoi by 
Yukto Mtehtma, performed to 
mart the 20th anniversary of 
his death. Both theatres have 
excellent earphone guides In 
English as well as £uglteh-lan- 
guage programmes. (541 8181). 
King Lear.The Renaissance 
Theatre Company, led by Ken- 
neth Branagh, (with Richa rd 

Briers cast surprisingly in the 

tltte role) (Thors) and A Midsum- 
mer Night’s Dream (Wed). Tokyo 
Globe Theatre (380 1150* 


jand 4 

fehne (239 6262X 
lAsMisdraMas (Broadway). The 


lessons in pageahtry and drama 


dnp comic, now plays Nat, Hart 
Gardner’s memorablB Centred 
Park character who gags Ws way 
throwrt the 1906 Tcny Award 
winner 048 4000). 

The Good Times are SHting Me 
(Body Politic). This City Lit pro- 
duction of Lynda Bstrry'B first 

nfay captures an American child- 
food with poignant aanlness 
(8713000). 


steps into Ynl Brynner’a shoes 
to this first major revival of Rog- 
ers and Hanmrarstein’s papular 
musical since Brynnert death. 
Mary Beth Fell as Anna the gov- 
ezness. Tokyo Kosetoenkan Hall 
(4821212). 

The Fantastidcs. Return visit 

of a New York cast fa the twee 

musical that’s celebrating Us 
30th anrri versarv off-BTOMWiry 
this year. Sunshine Theatre, fae- 
bukuro (887 5281). 

Sarafina. Hit musical from South 
Africa via Broadway, with a cast 
at highschool kids. Kanl Hoken 
. HbQ. Gotanda. finds March 19 

($89 8088). ^ . 

My Fair Lady. One of Japan's 
best singing actresses, Mao Dal- 
cU, stars to this revival flu Japa- 
nese) erf Lerner and Loerwe’s 
much-l oved m nrfwaL Nteal Thea. 
tre (201 7777). 



/UMWrMrir 


Bryan Prince 


Forget-Me-Not 

Lane 


GREENWICH THEATRE 

Peter Nichols’ 1971 play of pain 
and nostalgia - adolescent 
agony and incongruous 
comedy, the famihar familial 
mixture of reproach and regret, 
affection and affliction - 
returns to the theatre that 
gave it life and where, the 
author assures us in a 
programme note, ft seemed to 

^MrN^^^fos voiced barsh 
strictures about directors in 
the past; he assumes their 
mantle for the present revival. 
Just as poets often read their 
own works badly, some 
playwrights are not always 
best qualified to put their 
dramas on stage. There are 
signs that Ms tender probing of 
family relationships — pride, 
exasperation, fury, 
embarrassment, and finally 
acceptance — is as expert as 
ever, the scalpel wielded with 
painfully achieved 
understanding, finally 
admitted love; but the 
performance is unfocussed, 
lumpish in texture and 
desperately lacking the light 
touch. 

When Bryan Pringle 
(uncannily resembling Nichols 
Senior pictured in the 
programme) concentrates less 
on getting his lines out 
correctly, his portrayal of the 
protagonist’s father may ripen 
into the richly comic and 
monstrous — and pathetic — 
creation the writing suggests. 
At the moment he booms out 
the part to a monotone, heavily 
over-emphatic, a family failing 
fl eeti ngl y glimpsed in his stage 
son. Philip Jackson, too, is 
uneasy with the glancing 
humour of irony and 
ruefulness. 

The present fa still 1970, the 
nostalgically remembered past 
nnfinidfi in wartime. Narrator 


Frank, the autobiographical 
sketch of Nichols that we have 
come to expect from many of 
his works, looks back at his 
shy pubescence overshadowed 
by the jovially tyrannical 
father, a travelling rep for the 
Co-Op; his houseproud mother; 
and the sundry fantasies that 
enlivened his sexual 
awakening. He sometimes 
shares the recollections with 
Ms wife, and we see both of 
them as youngsters - she, in 
one notable scene taking the 
sexual initiative as a forward 
schoolgirl while he remains as 
terrified as a rabbit before a 

gnaltfl 

Patrick Hughes’ set is 
provided with five doors, of 
varied styles to imply changing 
lifestyle, in five different 
patches of wallpaper. The 
doors swivel to become part of 
the wall or reveal a stylised 
dolls' house window with 
painted blue sky. This is 
wartime Bristol, with its 
concert parties and sirens, 
newly discovered jazz and 
shockingly glamorous 
American presence. 

Lynn Fariefgh, a native, and 
Matthew Lloyd Davies, 
Bristol-trained, get the accent 
just right, she as the 
reproachful mother, he 
excellent as the younger 
version of Frank. The wife as 
schoolgirl is finely drawn by 
Catrin Menna; oddly the 
characters' older selves seem 
uncertain. The play itself turns 
from wistful celebration of 
times past to strenuous family 
drama too late in its 
development to avoid seeming 
unbalanced. When the actors 
relax more the comic 
equilibrium may be restored 
and all may fan into place. 


Martin Hoyle 


Can ’t Pay? 
Won't Pay! 


LYRIC, HAMMERSMITH 

The manic political farce of 
Dario Fo is light years from 
endrof-the-pier English comedy, 
a fact of which Alexander 
Bridge seems blithely unaware. 
His production of Cant Patfl 
Want Pay/l a classic from the 
mid-70s, emerges as a 
pantomime horse botched 
together with one principle in 
mind - if you can’t ride ff flog 
it, if necessary to death. 

One only has to look to 
Stratford East, where Patrick 
Prior's derivative but 
entertaining Revolting 
Peasants fa currently pulling 
’em in, to see that political 
humour fa not beyond the wit 
of the English theatre or 
theafr&gotog audiences. 

Fo's perspective on 
communism may be a little 
jaded at present - one could 
hardly imagine even a 
Milanese policeman pulling a 
little Bed Book from his pants 
- but the sense of social 
injustice that fires his work fa 
as relevant today as it ever 
was, ami it is the mad logic of 
that injustice pushed to the 
ultimate that activates the 
farce, endowing his 
houswewives with 
shopping-bag pregnancies 
while their self-righteous 
husbands pretend to make 
ends meet 

Instead of riding the comedy, 
Bridge's actors appear intent 


on sending it up with the 
result that they patronise both 
the play and their audience. 
David Roper is the worst and 
broadest offender in a first act 
which is turned by adaptors 
Bill ColviU and Robert Walker 
into pure pantomime, complete 
with soup-maldng routine, 
knowing winks of complicity 
and even an “Oh no she 
wasn’t” for good measure. 

The women fare marginally 
better, with Teresa Bennessys 
lumpish Margarita displaying a 
rema rkable ability to lie flat as 
a board when lifted by her 
neck and ankiea , while Patricia 
Brake - notably an EastEnder 
to her confederates' all points 
north - has the voice and 
delivery of an accomplished 
comedienne, only from a 
different type of comedy. 

In lien of the spiralling 
dementia of Fo’s play. Bridges 
gives us a panoply of silly 
voices from Brace James, as 
undertaker, father-in-law and 
sundry policemen, and a 
cupboard-opening scene, in 
which doors flap for no 
apparent reason other than to 
get everyone naming around. 

As so often in this entirely 
misconceived production, the 
logic fa lost and with it the 
point of the play. 

Gaire Annitstead 
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Major in a 
minor key 


IN BIS first Budget as 
C hancell or of the Exchequer 
Mr John Major set himself the 
task of doing little welL He has 
succeeded. The Budget com- 
bines imaginative little touches 
with sane sound decisions. Yet 
overall, Mr Major’s small *0" 

conservatlvism is likely to 

mov e risky. He has left him- 
self, the Government and the 
country to the ill eco- 

nomic winds that are now 
blowing. One such wind, that 
from Tokyo, blew strongly only 
yesterday morning. 

There is nothing touch about 
this Budget It appears to be 
neutral, with a £4 30m tax 
increase from an indexed base 
in 1990-91 and an increase of 
£955m in 1991-82. But it is not 
as neutral as it may seem. In 
grtthtg £7bn as the pubhc sec- 
tor debt repayment for 199091, 
the as the forecast out- 
turn tor 1969-90, the Chancellor 
is accepting as his starting 
point a significant, unantici- 
pated and, as he himself 
almost entirely noil-cy- 
clical fiscal loosening. The tar- 
get for 199091 not only fails to 
account of the shortfall 
this year, but is £3bn below 
that art i««* year. 

The Chancellor has also tol- 
erated yet another monetary 
overshoot. After conside ri ng 
various alternatives, he falls 
hart muy more on MO (narrow 
money). Yet, for 199091 the tar- 
get range is raised to 1 to 5 per 
cent, a percentage point higher 
than suggested a year ago. Nor 
is there any noticeable 
strengthening of the monetary 
policy framework. Broad 
money remains in the dog 
house and funding policy 
seems to have joined the rest 
of monetary policy in the king- 
dean of almost pure disc re tion. 

Conditions unchanged 

The exchange rate is seen as 
"a sensitive and timely indica- 
tor", though "it would be 
wrong to give undue weight to 
the minor short run fluctua- 
tions ftat are inevitable in any 
flmmrial market * Entry into 
the w^kangw rate mechanism 
of the European Monetary Sys- 
tem does not seem likely to 
change monetary policy any 
time soon. Although the Chan- 
cellor talks of “when we join", 
tim conditions for entry remain 
unchanged. Meanwhile there Is 
no target for the exchange 
rate, beyond a preference for a 


"strong pound” (whatever that 
may now mean). “Interest 
rates will stay high fix' some 
time to come. The moment I 
judge I can safely lower them, I 
will," says the Chancellor, but 
he does not discuss the condi- 
tions in which he will be under 
pressure to raise them. 

Within this wrapping the 
Chancellor has inserted some 
pretty little prese n ts. This, be 
says, is "a budget for savers.” 
The proposed tax relief for 
savings accounts is welcome, 
as Is the abolition of composite 
tax (even if delayed for a year, 
because of its complexity). 
Savings, in this case on a 
rather larger scale, will also be 
affected by the noticeably gen- 
erous treatment of capital 
gains in independent taxation 
of husband and wife. 

Fiscal tightening 

Nevertheless, the changes on 
savings are most unlikely to 
have any marked macro-eco- 
nomic effect If the Chancellor 
bad wished to raise the overall 
rate of national savings the 
best pohey would undoubtedly 
have been a far greater fiscal 

The Chancellor did the right 
thing in raising excise duties 
and was correct to index 
almost all the thresholds. With 
his treatment of football, he 
has confirmed his st a tu s as a 
man of the people, while his 
nrotjosed changes in the capi- 
tal rules for social security and 
poll tax rebates are sensible 
and politically astute. He will 
have made friends in the City 
with the abolition of stamp 
duty on security transactions 
wmiwIm in the commercial 
hanks with the restriction an 
their ability to writ e off bad 
third world debt hi addition, 
the new rules on large one-off 
gifts may wmirw a major contri- 
bution to private giving to 
charities, though at sizeable 
revenue cost 

This does not look Hke the 
budget of a Gov ernm ent that 
seriously intends to lower 
underlying inflation before the 
next election. The Chancellor 
may that - this Budget 

will taka no risks with infla- 
tion,” but the people he baa to 
convince are the foreign inves- 
tors on whom the UK now 
depends. The Government is at 
the mercy of tile marfca ** Mr 
Major has not made it any less 
vulnerable. 


Tokyo feels 
the heat 


YESTERDAY’S full point 
increase in the Bank of Japan's 
official discount rate has been 
so long in the making that the 
cur ren cy markets can hardly 
be blamed for failing to be 
impressed. The question is 
whether the continuing weak- 
ness of the yen and the col- 
lapse in bond and equity prices 
in Tokyo really matters - and 
to whom. 

Since the official discount 
rate was last raised on Decem- 
ber 25 the world’s largest stock 
market has lost around a fifth 
of its value. Looked at from a 
purely domestic point of view 
that is uncomfortable for Japa- 
nese savers; and a political 
price no doubt has to be paid 
when the shares of the recently 
privatised telecommunications 
giant NTT fell below the issue 
price, as they did this week. 
Yet in most other respects the 
correction In Tokyo is thor- 
oughly healthy. 

Monetary policy In Japan 
has been loose for too long. 
That provides much of the 
explanation for Japan's land 
price inflation, which in turn 
has contributed to the stock 
market bubble through its 
effect on corporate asset val- 
ues. The structure of Japanese 
financial markets Is such, that 
asset price inflation does not 
leak rapidly into increased con- 
sumption. But it does ulti- 
mately work through to goods 
markets via the exchange rate. 
The capital outflow from Japan 
now exceeds the current 
account surplus as Japanese 
savings chase the higher 
returns available in the rest of 
tiie world's markets. Hence the 
weakness of the yen, which 
makes for higher import 
prices. 

Relaxed view 

The case for taking a relaxed 
view of the correction in Tokyo 
is that it does not reflect weak- 
ness in the underlying econ- 
omy, which continues to grow 
at an annual rate of around 
four per cent And it may well 
be that the assertive new head 
of the Bank of Japan, Mr 
Yasushi Mieno, is over-estimat- 
ing the domestic inflationary 
threat. The rest of the world, 
meantime, should take heart 
from the fact that Japanese 
asset prices are moving back 
towards reality. There is no 
need for non-Japanese equities 
to shift to a new and unrealis- 


tic basis of valuation in 
response to an overdue adjust- 
ment in Tokyo. There Is every 
reason to welcome the elimina- 
tion of the undue advantage 
enjoyed by Japanese compa- 
nies in their cost of capital as a 
result of sky-high share prices. 

That said, there is something 
worrying about the Japanese 
authorities' waning ability to 
stabilise markets which have 
been p rogressively liberalised. 
Mr Mleno’s interest rate hikes 
have undermined asset prices 
without patting a firm prop 
under the yen. The result is a 
vicious circle whereby Japa- 
nese savers continue to desert 
their domestic market into 
appreciating foreign currency 
assets, so causing further yen 
weakness, which then creates 
a requirement for even higher 
interest rates. If bankruptcies 
result before returns on domes- 
tic and foreign asset prices 
equalise, the zeal economy will 
feel the backwash. 

Wider shock 

The more immediately wor- 
rying point for non-Japanese 
markets is that Tokyo’s finan- 
cial malaise is partly a reflec- 
tion of a wider shock to the 
world economy which will 
cause a profound change in the 
global pattern of trade bal- 
ances and capital flows. The 
world's second largest creditor 
country after Japan, West Ger- 
many, is already shifting 
resources into the development 
of East Germany at a time 
when its domestic economy is 
operating at dose to foil capac- 
ity. That implies a sharp reduc- 
tion in the current account 
surplus as savings are redi- 
rected homeward. 

The rise in bond yields 
across the world since the tom 
of the year reflects a capital 
shortage arising from this real 
shock. The impact has been 
felt particularly strongly in 
Japan simply because asset 
prices there were so obviously 
overblown. But others, includ- 
ing Britain, may yet feel the 
vibrations. In the longer run 
the emergence of eastern 
Europe as a low-cost solute of 
supply in the world economy 
should prove to be a thor- 
oughly benign development. 
But there is a painful transi- 
tional period to go through in 
which global interest rates will 
be rationing scarce capit&L The 
financial heat is already on. 


THE BUDGET: Analysis 


D espite all the last- 
minute warnings,, 
this was not a tough 
Budget. Nor should 
it have been. An overall Bud- 
get surplus in a year of eco- 
nomic slowdown is surely 
enough. Large discretionary 
changes in fiscal policy to 
influence fanaml are not only 
«fh»n misHtwfld. it is extremely 
doubtful if they Influence 
demand in the way i ntended - 
unless they are so horrendous 
that they shatter all confidence 
to the future. 

At first glance the Chancel- 
lor has maintained the old 
Treasury rule of thumb of bud- 
geting for a similar surplus in 
the new financial year to the 
one estimated for the old one 
- £7bn give or take the odd 

Hw^wrnl pntnt, 

Jahn Major has managed to 
prevent the surplus actually 
failing by net tax Increases 
worth £0.4bn in 3990-91 and 
fil.Obn in the following year. 
The gains come from not 
indexing the starting point for 
the higher rate income tax, 
from further increases in tax 
on business cars, and from 
raising the Excise duties by 
sli ghtly more ***a n the infla- 
tion rate, with petrol and 
tobacco bearing the brunt 
Together these increases wifi 
pay for the modest cost of the 
minor concessions and equally 
min or savings incentives, and 
Mwtafa the iM’gdiin * figure for 
the surplus. 

If you go behind the head- 
lines, the fiscal stance is actu- 
ally loosening. A surplus of 
£14bn was originally predicted 
for 198990 and oneofflOhn for 
199091, compared with the new 
£7bn estimates for both years. 
And the special once-forall fac- 
tors which halved the surplus 
to the past year will not - the 
Chancellor assured us - apply 
so much in the year to come. 

There is a hishlv sue- 
ciffc pointer to a loosening of 
the fiscal stance. Privatisation 
receipts are expected to rise 
next year. So the surplus. 
gw-Hirimg privatisation, 
foil from £3bn to £2bn_ If we 
look ahead at the Red Book 
projections, the public sector, 
excluding privatisation, slips 
into a ft jhn in 1391-82, 

an ft into a £5bn m aiK. 

sequent years. Moreover, if 


CHARITY 


Not really a tough 
Budget at all 


The whole di scussion ra fters 
from a lack of symmetry. HS&. 
istere are happy tom ato wh y 
they cannot reduce Interest 
rates very soon. But they shy 
away tram the prospect that 
they may have to move 
upwards. 

The main ray of hope to the 
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By Samuel Britt an 


Growth rates off monetary aggregates 
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adjustments for other assets 
disposal, such as council house 
a gfa, are ipwis, the dip 
fWv-tt- is larger earlier. 

But I do not want to weep 
crocodile tears over fiscal pol- 
icy. Tim British public 
are in a better shape than most 
of the Group of Sevan coun- 
tries — including Germany's, 
even before yraWnp allo wa n ce 
for unification. It is just that 
the UK fiscal position over the 
business cycle as a whole is 
slipping into the wrong side of 

nantral. 

These matters pale into 
insignificance compared with 
the Chancellor's silence on the 
one macroeconomic issue that 
really matters; the fall in ster- 
ling, ft is no use the Chancellor 
saying that he believes to a 


strong pound and presenting a 
persuasive case against the 
devaluationists when, the day 
before tiie Budget, 
to its lowest level ever against 
the D-Mark «rwi nearly to its 
lowest level on thelndex. Nor 
can we write off tiie rises in 
German and Japanese interest 
rates as temporary distur- 
bances. These are aspects of 
pressure in the world’s stron- 
gest economies and form the 
context In whidi British policy 
has to be set, whatever the 
chairman of the Conservative 
Party may think. 

John Major’s own political 
mplumh on ralwnr fai« conces- 
sions in his speech was in prin- 
ciple offset by his decision to 
allow Treasury economists to 
write a Long essay on monetary 


policy in -the Red Book. Bast 
cafiv Hwt assav stomlv us 
that the Government takes all 
' factors fo lw a i i n ii w t to ariting 
monetary policy, but stiff with 
special emphasis on Mo 
(mostly notes and coin), the 
one aggregate for which there 
is a target. I cannot help 
repeating that MO gave no indi- 
cation of the severity (or even 
existence) of tiie 1987-88 Infla- 
tionary boom until bb>H mtn 
1988 when it was already upon : 
us, and when the previous 
Chancellor had already started 
to raise Interest rates a' great 
deaL 

The present Chancellor's ref- 
erences to i nte re st rates were 
the least satisfac t or y parts of 
his speech. To interpret them 
cm wflwh the tong na g s of Mb - 


lical criticism, to the early 
part, where one could discern 
the influence of Author A, 
there was a straightforward 
textbook account of the virtues 
of monetary policy, arising 
from the ability to move inter- 
est rates- quickly in either 
-direction in response to a 
change of environment. Later 
on, ho w e v er . Author b was in 
the ascendant. Passages by B 

wwomunI a ijpta rmfnaHon not 

to reduce interest rates until 
the Chancellor was convinced 
that they would stay down and 
not have to be raised again - 
-thus denying Wnwif tike very 
flexibility whidi Author A had 
rialm p ri Unfortunately B reads 
modi more like John Major 
himself, and even more his 
naxt-door neighbour, than does 


warmer re ference to Bri tain s 
ftdl membership of ti» Euro- 
pean Monetary System, with 
wimp emphasis on the question 
being "When?” rather than 
-Whether." But the question 
which matters is whether 
-When” means before the elec- 
tion or not After that tiie ques- 
tion is highly hypothetical. 

There are reports of John 
Major having told Intimates 
tt»«t Britain was likely to be 
inside within a year. Another 
senior minister believes that 
Britain could enter a fter a fe w 
cl ey r months of improvement 
to indicators such as inflatio n 
and the balance of payments 
without any "blips." Yet there 
is a tot of evidence that Mrs 
Thatcher is as worked up as 
ever on the supposed threat of 
German unification which she 
ap es as closely linked to Euro- 
pean monetary questions. 
Mo r e ov er , she no longer thinks 
tha t shadowing the D-Mark 
was a -disaster.” Instead it has 
become a “catastrophe.” And 
althou gh shadowing the Mark 
is not the same as foil EMS 
membership, it is not utterly 
fHfrory pt either. So there could 
be a battle royal to come. 

My main worry relates to tiie 
official Treasury and Bank of 
England, many parts of which 
are o piinat membership while 
B ritish interest rates have to 
be bo much higher than GontiA' 
Tiantal ones for anti-inflation- 
ary reasons. There is a danger 
of a videos circle to which a 
failing pound leads to worse 
Inflati on than officials origi- 
nally expect. This makes them 
to want to put the EMS an the 
back burner, which itself 
encourages the downward drift 
of the pound. In the process, 
high interest rates become not 
so much an anti-inflationary 
weapon as a necessary way of 
living with market expecta- 
tions of continuing Inflation 
and depreciation. Something 
must change. 


Helping the rich, and the not-so-rich, to give 

Alan Pike and Sara Webb assess the Chancellor’s plan for encouraging people to make donations 


L EADERS of Britain’s charities 
estimated that the sector could 
be up to £S0m a year better off 
as a result of changes announced in 
the Budget y esterday. 

The biggest single gain wfll come 
from the fift Aid announced 

by Mr Major, which for the first time 
will mate large single donations to 
charity fHgiiite for tax reUsL n»]irf 
will be available on donations of 
between £800 and £5m a year. 

to the case of a donor in the 40 per 
cent tax bracket who gives £10,000 to, 
say, Oxfrun, the charity will be able to 
claim £2£0Q for the basic rate tax (at 
25%) and so wfll receive a total dona- 
tion erf £12^00. The donor will be able 
to claim higher-rate relief - in other 
words, 15 per cent, or EL500. 

"IMs is really good news. We’re 
very pleased," said Mr Michael Bro- 


pby, director of the Charities Aid 
Foundation (CAF), who has fre- 
quently pushed for measures to coax 
donations to charity from the very 
rich on a a c al e seen in fin* us 
but seldom to the UK. 

Sally Greencross of Age Concern 
said yesterday that the charity "wel- 
comes the introduction of tiie (9ft Aid 
scheme , which will allow charities to 
date tax relief on onsuff donations 
of up to £Sm." 

Charities have conducted a vigor- 
ous campaign to have single gifts 
w mdA subject to the mne tax treat- 
ment as money pledged under 
long-term deeds of covenant, and will 
see the Budget changes as a victory. 

Support for charity has been grow- 
ing slowly in spite of government 
efforts to promote It through the Give 
As You Earn scheme. 


CAF calculated last night that the 
Oft Aid scheme — which will offer 
tax relief to tefh individual Htmnm 
and companies — could boost volun- 
tary organisations' finances by up to 
SSfou a year. _ 

The relief will apply to drowtiriha 
made after October 1 1990. 

Among thu other measures in 
Budget - which Mr Brophy described 
as a “charity bonanza” — there will 
be a . simplification of covenants, 
removing ancient legal requirements 
such as the need to sign, seal and 
deliv er them. If this simplifi cation 
were to increase tiie current use of 
covenants by 10 per cent It would 
raise charity income by £20m a year. 

The Government has, as in other 
recent budgets, raised the ceiling an 
the GATE payroll giving scheme, 
under whidi tax relief is offered on 


charitable donations deducted from 
pay packets, from £480 to £600 a year. 
Viscount Whitelaw, the former Dep- 
uty Prime Minister, agreed yesterday 
to bead a national campaign promo- 
ting the schemes, with toe aim of 
doubttfig take-up anumg the public. 

More than 175,000 employees have 
joined payroll giving -schemes and 
their donations are expected to raise 
£7m for charity during 198990. 

However, despite Mr Major's state- 
ment yesterday that "we are by 
instinct a g ene r ous na ti o n to causes 
that appeal to us," a recent GAP sur- 
vey shows that the average household 
gives no more titan £2 a month. CAF 
believes high interest rates have kept 
restrained donations to charity- 

VAT reliefs an noun ced yes terday 
for organisations involved in rescue 
at sea, medical care and research 


should provide a total of £5m in bene- 
fit 

■ The retteffe include the zero-rating 
of lifeboats and related equipment, 

am^nlimwin smd maHral equipment 

One charity which will benefit both 
from the tax changes an donations 
and tiie new VAT reHefis is the Royal 
National T. W fftnat Ti yHlnti nn 

“Last year we raised £35m and this 
year we need to raise £37m. We have 
met our targets in recent years, but it 
doesn't get easier,” said the RNLL 

The Government is anxious to 
encourage charities to take on some 
of tiie responsibilities of public agen- 
cies in welfare and other fields. But 
the fulfilment of this ambition 
d ep ends oh charities being adequately 
ten ded Yesterday's Budget proposals 
are a step to that direction. 


Lady with a 
trumpet 

■ The art robber y fr om the 

Isabella Stewart Gardner 

museum in Boston over the 
weekend — among toe world's 
largest with a Vermeer and 
three Rembrandts among tiie 
dozen works stolen - has 
some strange features. Thera 
Is the puzzle of who would buy 
such well-known, not to say 
large, paintings. Other, even 
more valuable pictures, such 
as Titian’s Rape of Europa. 
and works by Raphael, Fra 
Angelico and Botticelli, were 
ignored. 

There has been speculation 
about a reclusive criminal mas- 
termind such as Ian Fleming's 
Dr No or Jules Verne’s Captain 
Nemo. But art thieves can be 
odd; remember Kempton Bun- 
ton who stole Goya’s Duke of 
Wellington from the National 
Gallery in London to protest 
a gwliw t f li p Mfl ariHan flown, 
mentis refusal to exempt old 
age pe n sio n e r s from tetevjsfam 
licence fees. 

Yet whoever it was would 
have to be pretty strange to 
rival in eccentricity M” Isa- 
bella Stewart Gardner, the 
original collector. Claiming 
descent from Mary Stuart and 
Robert the Bruce, she walked 
down nearby Tremont Street 
led by a pet lion and Stone- 
times greeted guests to her 
parties sitting up a tree. 

Advised ter Bernard Beran- 
son and a friend of Whistler 
and Sargent -two ctf whose 
portraits are in the museum 
- she built a private collection 
rivalled in the US only by the 
Frick in New York. When the 
palace that houses the paint- 
ings was being built; she 
walked around accompanied 
by a trumpeter who summoned 
workmen: one note for the 
architect, two for the plumber. 


Major star 

■ It was Britain's first tele- 
vised budget and, as such, a 

great success for John Major, 
the Chancellor. Previously he 


Observer 


has seemed rather a grey fig- 
ure, yet he paced fahnself wdl 
and by the end seemed to be 
thoroughly enjoying himself. 
The budget may not do much 
for the economy In the abort 
tens, but it win have done a 
great deal for Maks’s standing 
in the Tory Party. 


French time 

■ France goes over to sum- 
mer-time on Saturday nteht. 
just like Brit^JhSpoSSr 
for the last time. 

A parliamentary report sub- 
mitted to the Industry Ministry 
argues summer-time now 
offers almost no economic 
advantages and imposes con- 
siderable drawbacks. 

When summer-time was ' 
introduced in France in 197B, - 
it was expected to result in 
substantial savings on the for- 
dgn exchange costs of energy. 
At that time, about a third of 
French electricity consumption 
was generated from imported 
oil or gas; today, however, the 
proportion is down to only l 
or 2 per cent, thanks to invest- 
ment in nu c lear power. 

Moreover, a recent survey 
shows that 46 per cent of doo 
tore think that the change of 
hour has a negative effect on 
health, principally for children 
who have difficulty In s leepin g; 
to for eatiy morning workers. 
In addition, the report date* 
that the change of time 
mco untare ntumtmm m hratfl- 

wfcere it causes a 30perc£nt 
drop in milk production for 
ahnint a month aftpr tha 
rhang w nf rlnrlne 


Funny figures 

■ The revelation in NatWestis 
annual accounts that it paid 
£505,000 is compensation to 
the three executive directors 
who were forced to resign over 
the Bine Arrow scandal has 
caused a ha of stir, although 



- by the standards of the time 

- it does not seem unusually 
high. 

The accounts also reveal, .. 
however, that KatWest paid 
a further S3 2m in "other emdP 
umeots" to its directors. This 
was a 77 per cent Increase on 


NatWest where all the Bine 
Arrow trouble started, left with 

£217,000. 


Bovis tips 

■ One of the companies to 
have done well oat of the cur- 
rent success of Oldham Ath- 
letic Football Club is Bovis, 
the construction and civil engi- 


At tiie beginning of this sea- 
son, the company negotiated 
a three-year sponsorship deaL 
Although coy about the finan- 
cial details, a company spokes- 
man says that the agreed fee 
“reflected the team’s past peav 


The reason, NatW es tsays, 
is it took five extra executive . 
directors on to its board in 
1968. Had the three not left 
half way through the year, the 
figure would have been even 
higher. 

NatWest is not alone in 
being rather vague about pay- 
ments to directors. At Uoyds, 
directors’ fees amounted to - 
S23&000, but “other emolu- 
ments” nearly doubled from 
fii.im to film without explana- 
tion. Barclays has yet to pub- 
lish ite 1999 accounts, but in 
1968 it also paid 10 times as ■■ 
much "other gmnTnrnantg' * a« 
it did fees. 

The NatWest compensation . 
payments prove, incidentally, . 
that even in resignation a 
clearing hanker is not worth 
as much as an investment 
banker. The three received 
an average of £168,000 each. . 
Yet the previous year. Qiadas^ 
VHiiers, who headed County 


Oldham’s Cup successes 
helped by a propens ity to 

advance via replays - have 
resulted in a great deal of tele- 
vision coverage: four hours, 
to date, according to Bovis, 
an nine separate occasions. . 
At least three farther hours 
five coverage is guaranteed. 

The company, which has 
been owned by P&O since 1974, 
says that it decided to sponsor 
Oldham because a subsidiary 
- Bovis Urban Renewal — 
has a relationship with the 
local authority. •'We decided 
It wonhl be another way of for* 
timing awareness of our pres- 
ence", toe spokesman says. 

"We hoped mat they would 
have a good Cup run." . 

. Bovis tips Umpool for the 
first division championship. 


Budget extra 

■ Bedpients of honours at . 
Buckingham Palace investi- - 
tores may in fixture be able 
tobuy a personal video of their 
meeting with the Queen for 
£130. The recftiigntB attending 
yesterday's investiture were - 
garfi hanflSd « let ter asking- . 
their reaction. The charge has 
been set to cover the cost of 
the Staring. 


Beastly 

■ Sign on the 
shire country 
W1M Children. 


"Danger! 


. . This annouruxmeni is neither an offer to purchase nor cl solicitation. 
<of an offer tonsil the** securities. The offer it made only by a Utter to 
the bondholders. In those Jurisdictions tokoae securities lows require 
‘ As offkr to be made by d licensed broker or dealer, the offer is being 
made and tkie announcement is being published on behalf of The 
PtBebury Company by lionan Stanley International or one or more 
registered brokers or dealers lic en sed under the lotos of such 
jurisdictio n s. 

If Holden of the Securities are in any doubt as to whether or not to 
consent to the amendments to the Securities or to take any other action. 
Act are recommended to consult an appropriately authorised 
independ m t fi n ancia l adoiaa-imrnediately. 

The Pillsbury Company 

The Pillowy Company fuss offered to purchase 
through Morgan Stanley International 
any andall of its outstanding 

U.S. $100,000,000 
lOVfik Notes Due 1993 

atapriceof 

$5,087.50 per $5,000 principal amount 
plus accrued interest 
up to two business days following the 
expiration date of Hus Offer 

Simultaneously with the Offer, The Pillsbury Company is 
soUciUng consents from the holders to certain amendments to 

the Securities. In order to participate in the Offer you must 

consent to such amendments. 

The Offer is subject to the valid consents to the amendments 
by holders of grader than 50% of the aggregate outstanding 
principal amount of the Securities. 

Holders should note that The Pillsbary Company 
greaertfe intends to redeem on September 25,1999 mug 
Securities not purchased pursuant to the Offer. 

Questions relating to this Offer andConsent Solicitation 
sh^^^^^uMdco^ofUredoeumsn^^ 

available from: 

Dealer Manager 

MORGAN STANLEY INTERNATIONAL 

Attention 

»••• PhilipHom 

Morgan Stanley International (London) 

(W 709-4805 (colled) 

• Albert Lord 

Morgan Stanley & Co. Incorporated (New York) 

(212) 296-6881 (collect) 

^ flJ » L Time on 

March 27, 1990 unless extended. 

UmsitsUoessSlmtmZMU r' r irm r fTn«i HT ii i l wn faHm 
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A series of acquisitions by the Swiss-based electrical engineering group raises the question of whether it may be over-reaching itself 
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hen Percy Barnevik 
bought Combustion 
Engine ering of the US 
laat November, even 
mambas of bis own board worried 
that he m i g h t be biting off more 
than he could chew. Competitors 
gleeful ly spread doubt that Asea 
Brown Bored (ABB) could w u mwnn 
the managsment resources to swal- 
low anothe r - highly diversified 
J&Sbna-year morsel, when it was 
barely two years Into its own 
restructuring, still had to digest its 
Westtnghonse acquisition and had 
only just started, to crunch into 
shape complicated joint ventures 
with the Finmeccanica group in 
Italy. 

Even if Boxnevtk had made an 
astonishingly effective start 
towards bonding the world's stron- 
gest electrical engineering group 
out of toe 1987 merger of Sweden's 
Asea and Switzerland's Brawn Bov- 
eri, critics argued that the power 
business accounted tor less than 
half of ABB’s $2lbn turnover. 

The rest, involving production of 
a range at industrial, transport and 
environmental control equipment 
and “various" other activitiesrgave . 
ABB the characteristics of an amor- 
phous conglomerate which could 
easily become a manager's ni ght- 
mare. 

Moreover, after completing the 
$1.6bn Combustion .En gine ering 
deal. Barnevfk hod persisted with 
bis expansion, taking over Cene- 
mesa. Conelec, Cade mesa (CCC), 
gain's loss-making power-generat- 
ing and transmission equipment 
group, and mitering into joint ven- 
tures in Poland and East Germany. 

which call tor concentrated manag e- ■ 
mwit a tt e ntion . 

So, after galvanising the world 
electrical engineering industry out 
of decades of torpor with the ABB ' 
merger, has Bamevik started to 
overreach? 

<* EBs own answer to the sceptics is, 
first, to point to ABB's 1988 results 
published yesterday. Group pre-tax . 
earnings efimbed by 70 per cent to : 
9911m while the net profit advanced 
by 53 per cent to JSfSm. This. steep 
profit growth was achieved on a 15 
per cent increase in sales-to 920.61m. 
ABB’s order intake in 1989 was 21 
per emit higher than in 1988. There 
was a strong impr ovement in key 
financial ratios; the return on 
equity was 16A per cent against l£5 . 
per cent in 1988 .while the r et u rn on 
capital employed advanced from 
13-6 per cent to 17 per cent. 

Second, while acknowledging that 
it would have been easier to take 
three years to complete ABB's 
merger before turning to new ven- 
tures, Bamevik believes that the 
decentralised management system 
he has put in place has sufficient 
resilience to allow him to seize the 
opportunities in world electrical 
engineering germinated by the 
merger - and now by the political 
charges in Eastern Europe. 

“When our merger triggers ' 


Risking corporate indigestion to remain 
a leading player on the world stage 


William Dnllforce examines how Asea Brown Boverf is coping with a programme of rapid expansion 


Change in the whole European ■ 
■ “industry, when the Americans start 
seriously looking for global alli- 
. ancestor the first time this century 
and when Eastern Europe suddenly 
opens up. then they are not hing to 
waittor ABB to get ready. Of course 
we have to stick to core businesses 
that we know about and determine 
our priority markets/* Barnevik 
says, and points out flat he bed »t 
the objective of obtaining 25 per 
cent of group revenues from North 
America as eeriy as January 1968. 

■ . He adnftfca flat - atrping . tn y n. 

. agement are inevitable in a group 

that Hag wjwafl Hgnrtw- hrfa 'llf p frniw . 

$L6hn to S 28 xn in two years, while i 
streamlining m am i ftn tn r i i ig in the!' 
original SOO-corapanles andmtegratr. 
ing 60 . newly acquired concern?, 
some of which required ftmdaman- - 
tal ranrmnAtBMtmL 

that the stress 
can be coped with by the manage-- 
rial resources released by decentral-' 
ising tbestructnreand he wifi not. 
accept the argument that the. 
member group executive manage’ . 
ment m Zurich is simply too entail 
to cope with the pace of expansion. 

Explaining the grounds tor his 

over’ the past twqkyears to ^Wesi 
Germany, where ABBhas its big-' 
gest national operation. What Bar- 
nevfic refers to as “originally one 
trig lump to Mannheim” has been 
divided into. 20 companies, - each 
with a president and tour or five 
senior managers. 

"We have 80 to 100 people hi 
responsible positions who before 
were locked, into departments 
within a big struc tur e. We have 
broadened the management 
resources we can call on. We can 
ask that particular mana ge r to go 
down to Seville (Spain) nd hup 
sort out a problem with breakers. 
Another vice-president can be sent 
to look into management problems 
to Zajnech (the hew polish joint 
ventB ^.’' 

Two years is a short time to' 
develop tWa Wnd of ftoriMa mana- 
gerial base throughout the group 
and Barnevik accepts that tiiere 
will be cases where an toexperi- 
enced or over work ed manager will 
go wrong. But, he insists, “we are 
better equipped to handle these 
external demands now . than we 
were to 1968 and we will get better 
better over the next couple of ' 


think we have done enough 
to be aide to afford a 
mistakes otn the way. This is 



Asea Brown Boveri 1989 

Orders received by region* 



Others 
8 % 

Asia A 
Australasia 
15% 


► nyfcwrf na. Bagdad Haw rrtbtTM 


Orders received by business sector* 


Power plants 
16% 


Percy Bamovfc. POuidsnt & Cttaf Erecuevs 



not a perfectionist situation. S yon 
were a perfectionist, yon would 
refuse to h»wdi» Spain (the CCC 
acquisition) now. But I fern we have 
a good margin before we feu off the 
cffiC. We can still be cool and analyt- 
ical about our growth.” ' 

ATiB hna bom tmwuip w< «frnre> jW 

through a matrix structure. Its 
activities worldwide are organised 
vertically by product into eight 
business segments comprising 50 
business areas. . Each segment Is 
responsible globally for aRocatiat of 
manufacturing units and product 
development. Horizontally, on a 
geographical basis, the groiq? is bro- 
ken down to to co untri es or, to the 
developing world, regions, with 
comp a ny ma n ager s responsible for 
operations in each country or 
region. 

The 11 members of the exe c utive 
management board under -Barnevik 
divide' responsibility tor the bust' 
ness segments, countries or regtons 
and corporate activities. Some have 
only product responsibilities, some 


are to charge of regions and groups 
of countries, sane combine prod- 
ucts with g e o g ra phical areas. They 
are equipped with a global report- 
ing system. Abacus, which supplies 
. monthly updates of sales and mums 
and quarter l y financial results and 
margins by business area, co untr y 
or region. •' 

. Barnevik sees no reason to revise 
fly> maWy or to expend ^ execu- 
tive board to handle ABB’s tost 
growth. The wwwflwfwt strategy 
is simply “m or e of the soda" He is 
adamant about keeping a lean cor- 
porate headquarters in Zorich. The 
extra managerial resources needed 
win be generated at levels closer to 
the products and m * ****** to fine 
with bis philosophy of decentrali- 
sing authority . 

Communication, “mobilising 
thousands of managers", remains 
the b ig g est challeng e for foe execu- 
tive board, to BaznevDc’e view, to 
an in t e r vi ew a year ago with the 
Financial Times* he dwelt on the 
d iffi c u lty of motivating middle-level 


managers, who had been jogging 
along happily with a 2 per cent pro£ 
it-to-sales margtn for 25 years, to 
change work habits, perhaps switch 
jobs and aim for 5 per cent or more. 
How was he doing now? 

Middle managers who bad been 
sceptical about the rhang a» were 
beginning to be persuaded both by 
ABB’S performance and by the stim- 
ulus of their having greater inde- 
pendence and responsibility. The 
i mp rovement In group results rela- 
tively early in the restructuring 
process had been important in rein- 
forcing the message. “Now the prob- 
lem is that they get too happy whan 
they see profits dou bled ; they think 
4 per cent (margin) is fantastic^ and 
you have to tell them that Ameri- 
can competitors nan m»fa io par 
cent-’* 

A massive indoctrination effort 
continues to absorb much of the 
time of thrt executive board bat is 
considered to be vital. Two-day 
me e tings of 200 to 400 m a n ag er s are 
w q mie me nted by ««ni Mwi to which 


executive board members meet 30 
selected senior managers. 

A big conference tor 200 North 
American managers has Just been 
organised in the US, where ABB is 
stm busy integrating the former 
Westinghouse power transmission 
and distribution business as well as 
Combustion Engineering. 

There was some opportunism 
behind ABB's acquisition of Com- 
bustion Engineering. After discus- 
sions b et w een the US power and 
process engineering group and 
AMbom of France over a 50/50 joint 
venture on the power side had bro- 
ken down, Barnevik stepped to and 
within six weeks had agreed with 

Hinrtoi Hu g e?, CE’S chairman , on a 
bid for the whole company. Barne- 
vik insists that ABB and CE do 
make a fit to the process engineer- 
ing and environmental control 
fields as well as to power equip- 
ment, and that the deal sits com- 
fortably within ABB’s overall strat- 
egy. 

The European group now has a 
substantial bridgehead in North 
America with a (7bn turnover and 
4DA00 employees. Sceptics say ABB 
still has too much unfinished 
restructuring to do in its home base 
to Europe. It may take up to three 
years to put the Italian ventures on 
their feet and there is at least a 
couple of years* hard work for man- 
agement to CCC- 

But ABB announced last year 
that it had completed the merger 
between its original parts and, judg- 
ing by the 1989 results, Barnevik's 
methods are paying off. 

Plants have been dosed, manu- 
facturing has been reallocated and 
concentrated, inventories have been 
reduced by 10 per cent - releasing 
some $1.8bn in capital - and 
accounts receivable are about 5800m 
lower than to 1987. 

Lead times for producing equip- 
ment have been dramatically cut; 
one type of gas turbine Is now being 

built m Six tnrnitha fnatwwfl of rtln <* 
year. The original ABB at any rate 
seems to be on the right track to 
reaching Barnevik's goal of becom- 
ing the lowest cost producer. 

Still, Bamevik describes the first 
phase of cost-cutting as relatively 
easy. 

In the second, efficiency-driven 
phase management will co n c en tr ate 
on cutting cycle times further, 
improving quality and curbing the 
reworking of components. “We may 
not be able to cot lead times to half 
again at one stroke but maybe we 
can reduce by a quarter and later 


by another quarter,” Bamevik says. 

Provisions for res t r u c turi ng costs 
last year were substantially lower 
than the $600m allocated In 1968. 
The integration of Combustion 
Engineering is likely to boost 
restructuring provisions again fids 
year but probably not to the 1988 
tevoL ABB has spent san e gfi tt 
on acquisitions since the merger; ft 
has recouped SL5bu from the sale of 
real estate and disinvestments. 

Is ABB in danger of becoming a 
manageriaQy unwieldy conglomer- 
ate? While the strategic moves on 
the power front have attracted most 
attention, ABB has also been 
expanding in other sectors. 

After some 10 a c quisi tion s, Bame- 
vik claims, ABB Is now the world's 
biggest railway equipment manu- 
facturer. Wholly-owned subsid- 
iaries making locomotives, coaches, 
power supply installations and sig- 
nalling equipment, have annual 
sales of more than Hbn. If compa- 
nies such as Brel, the UK locomo- 
tive and coach manufacturer, in 
which ABB h flH significant minority 
holdings, and associate companies 
are added, turnover in railway 
transport equipment exceeds (ton a 


ABB Is producing railway equip- 
ment to io countries, including the 
US and Australia. It is joining 
forces with Thyssen to Germany. It 
is evolving a new drive system for 
the German high-speed train and 
has developed its own high-speed 
Hirtng train in Sweden. 

Bv addin to the Swedish-based 
Fl&kt group Combustion Engineer- 
tog's resource recovery business 
and Wldmer und Ernst, a Swiss 
company specialising in waste inci- 
nerating equipment, ABB has built 
up a business segment In environ- 
mental controls with an annual 
turnover of around $3.5bn. The 
management problem in *hi« faM is 
to find ways of applying proper l y 
the group's technologies to what 
promises to be a swelling long-term 
demand. Bamevik recognises that a 
lot of entrepreneurs have burnt 
their fingers to waste-handling. 

Nevertheless, he sees no reasoi 
why his basic management tools - 
the matrix, decentralisation to 
unleash managers* enthusiasm, a 
constant efficiency drive and a 
sharp eye for business opportunities 
- should be less effective to trans- 
port or environmental control than 
to power equipment “By decentral- 
isation, bringing more managers 
into the front line, you can cope 
with more problems than you would 
otherwise be able to do.” 

In sum, Bamevik, confident to his 
ability to generate management 
resources, refhses to mark time. 
Characteristically, when asked 
what to retrospect he might have 
done differently In the past two 
years, he replies: 1 wish we had not 
been so cautious and put off deci- 
sions to some areas." Speed is stm 
the essence of ABB's style. 

* April 5 1989 




Practical support for 
President Havel 


Training the whole workforce 


From Mr Julian PoJeson. 

Sir, to tHfrir excellent inter- 
view with president Vaclav 
Havel (“Intensity to the moral 
approach,” March 19) AIL Her- 
mann and John Lloyd stated 
that it would be “superficially 
distressing - a reminder of 
nati on al loss of nerve” for Mrs 
Thatcher and President Mitter- 
rand to visit Czechoslovakia. 

A fraction of this distress 
could be removed if the British 
and French governments were 
jointly to propose locating file 
new European Bank for Recon- 
struction and Development to 
Prague rather than noisily 
pushing their own already 
over-saturated capitals. 


The long-term goodwill that 
would result from this gesture 
would study outweigh any 
immediate economic advan- 
tages to either London or 
Paris. 

The vision, frankness and 
modesty of Czechoslovakia's 
new President must come as 
something of a shock to tire 
first lady anf ? the first gentle- 
man of the European stage. 
But in the short term play- 
wrights have always taken a 
back seat. After all who 
remembers who played Hamlet 
at The Globe in the 1590s? 
Julian Paleson, 

327 rue de la Loi, 

Brussels 


• R&D deal with the Soviet Union 


From MrJ. Michael Younger. 

Sir, With regard to Peter 
Miller’s article on intellectual 
trade flow between East and 
West (“West heads East In 
search of ideas,” March 14), 
Arthur D. Little signed a 
research and development 
partnership agreement with 
The Academy of Sciences of 
the USSR an February 2L 

Within this overall structure, 
31 Soviet institutes have 
agreed to participate in an 
R&D partnership to develop 
and commercialise Soviet inno- 
vation in the West. While fids 
agreement is still subject to 
final negotiation, we believe 


the initiative bolds great prom- 
fee. . • 

Basic scientific work m the 
Soviet Union is of high calibre 
and to many areas the leading 
work to the field. However, it 
has not often been developed 
into commercial applications. 

The agreement covers a wide 
range or sciences fro m medical 
technology through computer 
sciences, to marine biology, 
ecology, and natural resource 


From Mr P. Ashby. 

Sir, It is good to be reminded 
by George Wright (Letters, 
March ifl) that the Wales TUG 
was advocating a credit 
scheme for school-leavers as 
far back as 1977. 

.. What is striking about the 
past 13 years, however, is the 
UK’s relative success in 
extending txatoingfbr 16 to 13- 
year-olds (notwithstanding the 
absence of a credit scheme) 
c om pared with its dismal fail- 
ure to relation to 18 to 8S-year- 
olds. Surely the lesson is not 
just that more should be done 
tor young workers, but that 
litis should form part of a more 
holistic approach towards 
training across the workforce. 

Credit (or vouchers) could 
provide the key to this, by rep- 
resenting a downpayment to 
an individual’s training 
account, in the same way as 
personal portable pensions go 
with indroduals wherever they 
might work, so would individ- 


ual training accounts. 

Personalised training 
accounts would hold out the 
best prospect .for the milfloris 
of employees who currently 
receive no training whatso- 
ever, and especially the unskil- 
led workers - a large propor- 
tion of Mr Wright's mem hers 

- denied any training since 
leaving schdoL Individuals 
would purchase their own 
training., through their 
accounts, with contributions 
from their emptoyeza and, to 
certain cases, the Exchequer. 

- The real lesson from the past 
13 years is that impressing for 
credits for 16 to 18-year-olda, 
the Wales TUC and others 
were setting their, sights too 
iow. ff we are now to earnest 
to . seeking wepftnng training for 
all, we- must set our sights con- 
siderably higher. 

Peter Ashby, ' 

Full Employment U& 

4 Ettrapa House, 

St Matthew Street; SW1 


Lord Young and the Rover sale 


J. Michael Younger, 
Managing Director, 
Arthur D. Lit tle, 


Berkeley Square, W1 


From Mr Peter ]&ng. 

Sir. Several readings of Lord 
Young’s article (“Why I sold 
Rover to British Aerospace,” 
March 7) still leave me in 
doubt as to how this curious 
transsetiau. was negotiated. 

Even the title SselfmJgfat be 
at variance with the statement, 
halfway through the piece, 
that then “British Aerospace 
■came along.” Perhaps Lord 
Young would elaborate on 
how.ywhen,' where .and why 


they did so? 

It will all come out when the 
Public Record Office opens the 
files to years to come, so why 
not explain now? No security is 
involved, but if no answer is 
given it may be thought that 
the vendor sold Rover rather 
than BAe bought it 
Peter King; 

Nfofto las Comer ; 

- Burdrap, ' • ! 

SUfordOoaer, : 

Banbury, Oxfordshire 


Third World development cannot be done to First World orders 


From Mr John Saunders. 

Sir, As a former Assista nt 
Secretary-General of the 
United Nations concerned with 
development, I suggest that Sir 
Colin Campbell’s views on 
Third World aid (Letters, 
March 18) would have been 
unusual in i960. Now they sug- 
gest an alarming idea of the art 
of the possible. 

Donors are to lay down the 
law so that shiftless Third 
World governments disband all 
their armies like Costa Rica, 
introduce a one-world philoso- 
phy, democracy and freedom of 
the press, and make countries 
like Ghana and Tanzania 
match Korea and Taiwan. 

Of course there is corruption 
in the Third World, and there 
are examples of cooperation in 
some of that activity by west- 
ern and other business. Con- 
cerning moral character in 


donor nations, has Sir Colin 
kept up with activities to cer- 
tain British business and 
police circles? 

As to; the Organisation for 
Economic Go-operation and 
Development and the World 
Bank becoming “much more 
strident” about stricter condi- 
tions, he will find an wrcriignt 
statement of the OECD’s 
achievements and problems In 
its 1985 report, & years of 
development co-operation. 

The JMF/World Bank imposi- 
tion of conditions, which Sir 
C(din urges should be firmer, Is 
another matter. Repeated 
World Bank assurances of the 
success of their structural 
adjustment programmes 
included the statement to their 
1939 report, Sub-Saharan 
Africa; from crisis to sustain- 
able growth, that African 
“recovery has started.” There 


must be sane doubt about this 
claim; to say the least 

Last year Sir Douglas Wass 
asked western, donors to stop 
basing their aid . criteria on IMF 
conditions. The distinguished 
economist Tony Klllick, for- 
merly Director of the Overseas 
Development Institute, wrote 

- Hint **thp 

tiveness of their ( stru ct u ral 
adjustment) programmes is 
less than compelling.” 

Most important was the 1989 
declaration by African govern- 
ments, through the UN Eco- 
nomic Commission for Africa, 
that the World Bahk/IMF struc- 
tural adjustment programmes 
had not turned roohd the eco- 
nomic situation of most Afri- 
can countries because the 
model which underlay than “is 
essentially not adapted to the 
African situation.” Under 
ECA's aegis they adopted the 


African Alternative Frame- 
work Programme. There could 
not be a pfotoer difference of 
view. _ . 

Clearly Third Worid develop- 
ment cannot be moved forward 
by First Work! orders issued 
from a distance. After more 
than 40 years of e ffo rt our 
understanding of the complex 
problems’ of development 
remains relatively modest We 
lodkio the FT, among other 
participants in the common 
effort to continue to get at the 
facts and the experience, and 
to examine objectively the 
range of ideas, on the basis of 
which we may hope' to make 
further progress, with much 
better cooperation among all 
file governments concerned. 
John Saunders, 

20 Shirleys, 

DttchBrig, 

Bassoda, -West Sussex 



Once again we interpret the budget 

AND ITS IMPLICATIONS FOR YOUR BUSINESS. 


-It may be his first budget, but it*s certainly not ours. 

At Spicer A Oppeuheim we’ve been analyriiig budgets 
since 1902. 

And, as usual thfe year, we’ve been working around 
the dock to translate foe Chaocehot's words into s ome t hi ng 
more digestible. 

Our comprehensive budget report. 

Not a stodgy document but a report in the form of a 
newspaper, containing articles bom our experts. 

It discusses the implications for business and gives you 
practical advice. 

Many of our chents receive specialised indepth advice 
first hand at One of oor National seminars. 


Bat you can benefit from our expertise by sending for 
our free badge! report today. 

Call us on 01-480 6865 a send in foe eoopon. 

Please send me a copy of your budget report 

Name . - 

Title! , . 

Company . 

Address - — 
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Spicer sOppenheim 

Friw, London BG3N2NP. AiioieacvsiicBiMTOoafMiDWAim^ 
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Japan’s interest rise seen as too little, too late 

Stefan Wagstyl examines the effects of an increase in the key short-term rate 


T HE Japanese authorities 
face a nerve-wracking 
wait to see if yester- 
day’s increase is the Offi ci al 
Discount Rate will achieve 
their twin of restoring 
stability in finanntai markets 
and forestalling infla tion. 

They will be anything but 
happy about the immediate 
reaction of investors who 
promptly sold the yen on hear- 
ing news of the fourth ODR 
increase in less than a year. 
Even as Ur Yasushi Mieno, 
Rank of Japan governor, was 
spelling out his reasons for 
r aising the ODR, the hey 
short-term rate, by 1 percent- 
age point to 5.25 per emit, fund 
managers were deciding that it 
was too little, too late to stop 
the rot 

“This increase was fully dis- 
counted in the market," said 
Mr Kim Schoenbolz, an econo- 
mist with Salomon Brothers, 
the US investment bank in 
Tokyo. Mr Robin Preston, trea- 
surer at National Westminster 
Bank in Tokyo, said: “The 1 
percentage point increase had 
absolutely no effect on the 
yen." 

Foreign currency dealers 
forecast the yen could foil to 
Y160 against the US dollar, 
from its dose in Tokyo yester- 
day of Y1 53.65. Stockbrokers 
said the Nikkei index, which 
shed 45&05 points to finish at 
31,263^4, could well drop below 
30,000 in the near future. 

Yet thing * may not be as had 
as they seem for the authori- 
ties In their efforts to stabilise 
markets. 

Even though the yen and 
equities fell yesterday, bond 
prices did not; they edged up 
sli ghtly , bringing the yield on 
the benchmark government 
bond down to 7.195 per cent by 


the close of trading on the 
Tokyo Stock Exchange. Since 
the slump in equities since the 
beginning of the year was trig- 
gered by a fell In bonds, yester- 
day's modest rise in prices may 
be significant 

Also, the carefully co-ordi- 
nated statements supporting 
ftp rate increase from the cen- 
tral bank and the Ministry of 
Finance may go some way 
towards reassuring fond man- 
agers t he* th ft two organisa- 
tions are trying to settle their 



I960 


recent quarrel over monetary 
policy. Mr Ryutaro Hashlmoto. 
the finance minister, 
applauded the rate increase, 
saying it would stabilise mar- 
kets and contribute to sustain- 
ing non-inflationary economic 
growth, in words which Mr 
Mieno might have used. 

Central hank officials added 
that investors’ immediate reac- 
tion to the ODR hike was less 
important than their subse- 
quent views. 

This is true. But the outlook 
for the yen seems uncertain. 
Much will depend on how suc- 
cessfully the authorities con- 
vince investors of their deter- 


mination to maintain a 
grip on the money supply 
keeping interest rates at cur- 
rent levels. Fund managers 
will be on the lookout for any 
signs of continuing tensions 
between the central hank and 
tiie Finance Ministry. 

Mr Mieno all but ruled out a 
flirtber ODR rise in the near 
future, hot he has other weap- 
ons in tiis armoury, including 
intervention in the money and 
foreign exchange markets, arid 
riving guidance to banks about 
lending policies. In any case, 
the ODR is used mainly as an 
indicator of official policy - 
following interest rate deregu- 
lation it has little direct influ- 
ence on market rates, tending 
to follow rather than lead 
moves in unregulated rates. 

The scale of Mr Mieno’s 
problem was highlighted yes- 
terday by figures showing that 
the money supply in February 
grew 1L8 per cent, 0.3 percent- 
age points foster than in Janu- 
ary, even though monetary pol- 
icy was being tightened at the 
time. 

Some economists believe 
Japanese rates will have to rise 
ftrther before the yen will sta- 
bilise against the US dnllAr and 
other currenries. While Japan 
mriHrmas to run large current 
account surpluses with the rest 
of the world, these are out- 
weighed by the scale of Japan’s 
direct and indirect overseas 
investment. The net long-term 
outflow of capi ta l, after allow- 
ing for foreigners* investme n ts 
in Japan, was imftn, against- & 
current account surplus of 
*S7hn. Mma the ha gmning of 
the year, Japanese investors 
have not lost their passton for 
investing overseas while the 
slump in the Tokyo stock mar- 
ket has cooled foreign interest 


in Japan. The drop in equities 
has also farced Japanese com- 
panies to reduce their fund- 
raising overseas: principally in 
the Euromarkets. This has fur- 
ther reduced demand for yen 
since the proceeds of these 
Euromarkets issues are usually 
converted into yen and repatri- 
ated for use in Japan. 

The flow of foods into Japan 
from this source plunged from 
$7J3bn In December to $Llbn in 
January, the latest month for 
which -figures are available. 


NMni Average Index (OOOTs) 



February’s total was probably 
lower stilL 

In the U gh* of these ca p it a l 
flows, the gap between Japa- 
nese and US Interest rates is 
crucial, for it greatly influ- 
ences the appetite of Japanese 
fund managers for overseas 
investment (Portfolio invest- 
ment in securities still 
accounts for about three-quar- 
ters of Japan’s foreign invest- 
ment) 

The gap in longterm rates 
has closed from a peak last 
year of 45 per cent to less than 
1.5 per cent. Mr Keildcbi 
Hmufa fwwrf of resea rch at tile 
Bank of Tokyo, thinks this 


should be more than enough to 
restore investors’ faith in the 
yen given that inflation -rates 
are lower in Japan bo the real 
returns axe higher. But others 
point out that in West Ger- 
many, another low -inflatio n 
country, foe yield on longterm 
bonds is hi g he r *h»n in the US, 
Economists at BZW, the securi- 
ties divisian of Barclays Rank, 
say US and Japanese rates may 
have to cross, at least tempo- 
rarily, before the yen stops- foil- 
ing. 

However, the Bank of Japan 
may not be free to posh up 
market rates to thes e levete fo 
tear of causing further ftunag a 
to confidence in the stock mar- 
ket 

The Bank of Japan's- other 
principal consideration is infla- 
tion. Mr Mieno iaM that yester- 
day’s rise was the final step in 
the current efforts to forestall 
infla tion though he did hot 
rule out the possibUtty of afUr^ 
titer increase. 

Central bank qffleMa admit 
there is little reason to worry 
about current figures which 
show c onsum er prices wa g in g 
up at a rate of about L5 per 
cent a year, after taking 
account of the one-off effect of 
a 3 per cent consumption tax 
introduced last April. 

But the central bank has 
good reason to be concerned: 
the yea’s weakness is pushing 
up import prices as are-recent 
rises in world commodity 

prices, Inrlndlng ofl_ Tjihnanr b 

short; there' is a risk of a resur- 
gence in land mice i nc r eases : 
and money supply growth is 

- A senior KnnV piwri»i 

said this week: “Inflationary 
mgm-teHmm matter. It may too 
fate to arT when price- indica- 
tors start to flash.* 


China ‘rock firm’ against political refori 


. By Peter EMngsen in Peking 

CHINA yesterday made plain 
its decision to maintain eco- 
nomic reform without the 
political and social concessions 
that have transformed eastern 
Europe. 

II Peng, the Prime Minister, 
told the National People's Con- 
gress in Peking: ‘‘Socialist 
China will stand rock firm in 
tiie east” 

Li attacked diss idents and 
stressed the Communist Par- 
ty’s monopoly of power in his 
address. In front of 2,970 dele- 
gates in the Great w»n of the 
People, most them Party mem- 
bers with orders to 
rubber-stamp the policy, he 
claimed broad public support 
fo a programme that employs 
the Jargon and tactics of the 
1950s to negate criticism and 
regulate behaviour. 

Flanked by top PUxly figures, 
not including the recently 
“retired” Deng Xiaoping. 
China’s elder statesman, Li 
expressed “particular gratifica- 
tion" at the army’s crushing of 
last year’s democracy move- 
ment, and the subsequent 
return to “ideological educa- 
tion in patriotism, collectivism 
and socialism." 

In an implied attack on the 
architect of the reform, Zhao 
Ziyang, the disgraced former 
Paity chief, Li said it was not 
until after the “turmoil” (the 
June 4 massacre) that “effec- 
tive institutions and methods 
of ideological education” were 
restored and corruption tack- 
led. 

Delegates were told that last 



Premier Li Peng 
the Chinese 


> and President Yang Shangkun in discussion before the opening session of 
at the Great Hall of the People in Peking yesterday 


year’s Tiananmen upheaval. In 
which an estimated 1JOOO civil- 
ians died, had “greatly hin- 
dered" efforts to right the econ- 
omy. Despite this, Li said, 
inflation had been brought 
down to 7 per cent, and exces- 
sive demand dampened. 

However, many problems 
remained, with foiling indus- 
trial output, corruption, and no 
dent in the crime rate. “Some 
factors leading to social insta- 
bility still exist," Li added. 

With Party Secretary Jiang 
Zemin looking on, Li told the 
gathering that “only socialism 
can save China” and that if the 
nation embraced capitalism. 


China would become a vassal 
of the West and “the over- 
whelming majority of its peo- 
ple would sink into poverty.” 

Li arid nfftrfalg must “guard 
against the handful of people 
with ulterior motives who 
attempt to ffnng Kong 

and Macao bases for over- 
throwing the central govern- 
ment ana the socialist system.” 
He expressed particular con- 
cern at the “recent agi t ation” 
in Taiwan. 

China would adhere to its 
coastal strategy and continue 
to promote investment in east- 
on provinces such as Guang- 
dong and Fujian, but there 


would be t i g h t er control over 
prices, Ii said. He added that 
the central planning mecha- 
nisms normally seen as a bar- 
rier to reform, would be hard- 
ened. 

The Government would ease 
the ai ntMrU y p rogramme ft*t 
has crippled industry, raised 
unemployment and led to 
increased crime, by selectively 
aBmn^ n g industry and agri- 
culture to double the size of 
tire economy by the end of the 
decade. The controlled growth 
strategy, accompanied by a 
return to rigid central plan- 
ning, aims to see GNP grow by 
5.8 per cent a year. 


Economic package baffles Brazil markets 


By tvo Dawnay in Rio de Janeiro and John Barham In Sao Paulo 


CONFUSION over new credit 
and tax regulations, opera- 
tional disputes and systems 
failures left Brazil’s financial 
and stock markets at a total 
standstill for the second day in 
succession yesterday. 

But as central bank officials 
attempted to cope with thou- 
sand a of inquiries ova: the new 
measures, it emerged that the 
Government was predicting an 
April Inflation rate of about 13 
per cent - a dramatic foil an 
levels of about 90 per cent 
expect e d for March. 

The Inflation forecast came 
late on Monday night when an 
interest rate of 18 per cent was 
quoted for large volume trans- 
actions in the new overnight 


interbank market. 

From this basis, bank econo- 
mists are projecting a real 
inflation rate about S points 
lower. 

Evidence of the price foil has 
been seen in supermarkets, 
department stores and bars 
ana restaurants, where busi- 
ness has slumped since Presi- 
dent Fernando Collor tabled 
his radical liquidity squeeze 
and fiscal reforms last Friday. 

Under the package, rigid cefl- 
lags of roughly $1,000 were 
placed on all withdrawals from 
bank accounts, while holders 
of interest-bearing deposits 
were restricted to $500 or 25 
per cent of their total holdings. 

The squeeze Is estimated to 


have taken $200bn out of circu- 
lation at a stroke, drastically 
cooling the economy, cutting 
tiie Government's internal debt 
service bill and fortifying a 
new cruzeiro currency crea te d 
by the reforms. 

At the same time, the mea- 
sure has unleashed a tide of 
legal and regulatory problems 
- the largest being whether 
the President can l egitima t ely 
sequestrate citizens and com- 


But while that debate contin- 
ues, the central bank is being 
forced to give its verdict on the 
legality or otherwise of thou- 
sands of complex transactions 
now being undertaken by citi- 
zens desperate to escape the 


Government’s net 

By mid-aftemoon yesterday, 
stock markets wore still halted 
as brokers sought guidance an 
punitive new taxes on financial 
operations. 

Evidence is muwiiKi tu patv 
while, that the plan is having a 
dampening effect on inflation. 
Gold prices wore marked down 
a further 29 per cent yesterday 
to CTS420. 

Wildly fluctuating un o fficial 

3 uotations for the cruzeiro's 
ollar exchange rate all 
showed a sharply lower figure 
than the 85 New Cruzados (the 
former currency) quoted at the 
preferential “tourist” exchange 
rate before the plan was tabled 
last week. 


WORLD WEATHER 
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Moscow offers freedom 


Continued from Page l 
last night about Soviet troop 
movements in Lithuania and 
said Moscow’s actions and 
statements in recent days were 
“cause for concern.” 

President George Bush said 
he hoped that the Soviet lead- 
ership would Show the same 
tolerance towards Lithoania as 
it had shown to democratic 
reform movements in Eastern 
Europe. Everyone wanted to 
see “peaceful evolution” in 
T.ithmmfa, he said." 

Mr Marlin Fltzwater, the 
White House spokesman, 
referred to the “government of 


Lithuania” even though Wash- 
ington has avoided formally 


The Soviet leads: is facing 
an ever-spreading rash of 
nationalist opposition, with the 
southern republic of Georgia 
seething with unrest before 
weekend elections. Yesterday 
the Georgian Popular Front - 
the one big organisation partic- 
ipating fo the ele ctions other 
than the Communist Party 
itself - called for the poQ to be 
postponed until the Party's 
monopoly had been removed 
from the constitution. _ . 


Soviets to 
have a taste 
of US-style 
evangelism 

By Raymond Snoddy 

in Los Angeles 

ONE OF America’s lading 
television evangelists. Dr Rob- 
ert Schuller, looks set to get 
Ids ownmoatUrraOgioii* pro- 
gramme on Soviet tetarlstan. 

Dr Schuller is fomous for his 
Hour of Power television pro- 
gramme broadcast to 31 coun- 
tries from the Crystal Cathe- 
dral In Garden Grove. 
California.' - 

In December, Dr Schuller, a 
member of the Reformed 
Church of America who avo ids 
most of the fire and brimston e 
excesses of other television 
evangelists, became the first 
foreign clergyman to broad- 
cast on Soviet tdavlslan. He 
visited Russia with Dr 
Armand Hammer, tiie oil 
tycoon,' and . asked to be 
allowed to b ro ad cast to the 
Soviet Union. 

“Nobody says no in Russia 
when Dr Hammer aslcs for 
something fat person,” odd Dr 
Schuller. He was offered the 
chance to produce a 15-minute 
sermon on the spot. The 
result, complete with a Rus- 
sian translation, had an esti- 
mated audience of 200m. 

In the past few days Dr 
Schuller has received a telex 
from Mr Valentin Lazutkin, 
deputy chairman of Gostelra- 
dio, the Sovie t bro adcasting 
organisation, saying that the 
plan for a monthly broadcast 
to the Soviet people “Is mov- 
ing forward." The suggested 
name of the progasune is 
Heart to Heart. 

The Crystal Church ministry 
has revenues of $3Sm a year, 
most of which goes towards 
buying time on US television 
to show the Hour of Power. 

to Europe, the programme is 
broadcast free. 

- Because of European broad- 
casting rules, no advertise- 
ments can be carried in Dr 
Schuller's progra m me when it 
Is broadcast in Europe and 
there can be no appeal for 
money as happens in the UK 

Dr Schuller gets a weekly 
andience of more than 1.5m 
for Ids programme in the US 
alone and when the 1,000th 
edition appeared recently all 
five living US presidents gave 
taped I n t er views. 

• Soviet television has been 
been giving reOgfous. figures, 

church lmreh* and rf in r r h S8T- 

viees ever increasing time on 
the air over the past year, 
although nothing yet exists 
tike a full-scale reUghms dls- 
cussion programme, writes 
Quentin Peel in Moscow. 

■to social and political d l* » 
cessions, leading members of 
the church hierarchy are often 
included. Both orthodox 
clergymen, and leading Mos- 
lem clerics, now elected to the 
Congress of People’s Deputies, 
seem to enjoy a disproportion- 
ate amount <s media at teptibn- 

One reason is Mr Mikhail 
Gorbachev’s belief that Soviet 
society needs new moral (Erec- 
tion, and the church is one 
possible source, v 
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Major crosses 
his fingers 



The ove rriding imp ression 
from tiie budget is that the 
Government is now. more 
afraid of the voters- than. It Is of 
the mark ets; What was needed, 
for overseas investors particu- 
larly. was fiscal tightness. 
Instead we have neutrality, or 
perhaps even — g iven the big- 
ger than expected foil to the 
PSDR - a touch of laxity. The 
measures to promote savings 
are hlgblyiaadable but do. not 
take effect foar between one and 
two years. Meanwhile, infla- 
tion looks headed , for 10 per 
.cent, and. there is still no con- 
sensus on the short-term 
strength - of .demand. Until 
these tilings are clarified, Mr 
Major can only trust to ludt 
that he win not be called upon 
to make the ugly choice 
between a further m star- 
ling and 16 per cent base rates. 

In terms ofpohtical unpopu- 
larity, the difference between 
raising taxes.and inter- 

est rates is perhaps not very 
great. But to be fair to Mr 
Major, he may have grounds 
for believing that the one-club 
policy Is working. Certainly, 
the forecasts for this year 
remain consciously, gloomy; 
inflation still at 7 per cent in 
the fourth quarter, the M0 ceil- 
ing raised to 6 per cent and. 
non-oil growth still at % per 
cent for the year. The implica- 
tion of the last figure, in partic- 
ular, is by ft" second 
the economy wffl. be dead in 
the water. With luck, tiie trade 
figures would then be improv-' 
tog rapidly and the inflation • 
forecast looking overcautious. 

The trick is to get from here 
to there in safety. The markets 
may also take a little convinc- 
ing HmI ftp forecasts for 1991 
are not on the rosy side. In 
particular a resumption of 
growth at 2% per cent. With 
tiie upward pressure in world 
interest rates continuing, the 
next couple of months are 
going to be bard going: 


Gilts 

- it is understandable that gflt 
investors dissented from the 
equity market’s favourable 
view yesterday, with longs 
ikngn. two paints on the day. 
The forecast for the PSDR to 

1990- 91, at £7bn,w&8 a bffilon 
or two below expectations: the 
target range for M0 was edged 
up by one percentage point 
and the forecasts for money 
GDP have been raised by 
three-quarters of a point in 

1991- 92 and 1992-98. 

Ju st aa Impor tant, the long 
expected return of new issues 
now looks imminent. (Hits win 


Real gilt yields 
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be sold to. prevent excessive 
treasury bill issues; maybe the 
health of the corporate band 
market has recovered suffi- 
ciently that the Government 
no longer fears the possibility 
of crowding out at the long 
end. 

All told, the Budget did not 

annnrt to the gift* tnarifrt Bb> 

the speech of a Chancellor 
committed to fighting infla- 
tion. If this was Mr Major in 
tough mood,' next year's pre- 
election package will indeed be 
a bonanza. Even long gilts 
yielding 12 J> per cent are only 
offering real yields of under 3 
per emit on current expecta- 
tions for inflation over the next 
few months. If Mr Major does 
bring down interest rates 
quickly in 1991, then the shape 
of the yield curve might switch 
from sharply inverted to post- 
■live within a short period. •• 


Stamp duty 

The largesse to the: City of 
London represented by the 
abolition of stamp duty on 
share transactions is rather 
breathtaking. With an £800m 
wnrrnfli cost to the Exchequer, 
ffie measure looks overdone as 
a reward for bringing to the 
Taurus paperless settlement 
sys t em and dwarfs the savings 
. from Taurus itself. At 06 per 
cent, stamp duty is a much 
greater expense these days for 
institutional investors than 
. their broken’ commissions; so 
it is easy to envisage the large 
insurers, say, saving seven fig- 
ure sums. 

As for stimulating wider 
share ownership, PEPs should 
have sufficed; and of the UK’s 
11m individual shareholders, 
most got their equities in pri- 
vatisations with no stamp duty 
paid. The abolition of stamp 
duty makes best sen se as a 
support for London’s in t e rn a- 
tional competitiveness. The 
shot to the arm for equity mar- 


ket volumes could be substan- 
tial. A 1984 Bank of E nglan d 
paper reckoned a cue percent- 
age point drop to dut y, l et 
alone abolition, would raise 
t ur nover 70 per cent over four 
years, and equity prices 10 per 
cent. And Mr Majo ris ded ston 
to exempt pension fu nds a nd 
some unit trusts from taxes on 
derivative instrument deals 
should boost futures and 
options trading, while rather 
ignoring the worldwide offici al 
displeasure at programme trad- 
ing flnrf the like. 

Sterling 

The combination of the 10 
per cent plus decline in the 
exchange rate since the last 
budget and the decision not to 
hammer the UX economy 
haute r at a time when demand 
is slowing down is good news 
for equities. Corporate profits 
have held up remarkably well 
so far, and yesterday's mea- 
sures mean that the authori- 
ties have backed off from 
in flirting serious pain on the 
corporate sector. It would be 
nice to believe that this had* 7 
more to do with concerns that 
the economy’s supply side 
gamfl are not squandered in a 
damaging recession, Qian wlth- 
political- exp ediency. 

However, the real judgment 
on the adequacy erf current UK 
economic strategy will be made 
to the foreign exchange mar- 
kets^md here the initial read- 
togs are not good. Yesterday’s 
rise in the Bank of Japan’s dis- 
count rate, to its highest level 
since 1983. is- a farther 
reminder that international 
interest rates are continuing to 
rise and that even the world’s 
strongest economies cannot 
afford to ignore their exchange 
rates. The continuing weak- 
ness of the yen suggests that 
Japanese interest rate policy is 
suffering from the syndrome of 
too little, too late, it is a mes- 
sage the UK authorities cannot 
ignore. 

The external risks for the 
UK economy are rising if 
anything, the budget has 
increased tha rhunnaa that 
interest rates may have to be 
raised higher than necessary to 
support the currency. The 
decHne'to the- exchange^ rate 
over the last year has probably 
added close to 3 percentage 
points to the iwfiatim rate; a 
gfaiflar sort of decline over the 
next year would ruin any 
rfmnraw the Government may 
have of meeting its inflation 
objectives. The budget has 
done nothing to convince for- 
eign investors that staritog is a 
safer bet in 1990 than it was in 
1989. 
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. . . 9.5 million potential 
customers right on the doorstep 
'and with 2 free ports and car: 
freight facilities only 40 
mimdes away -international 
markets are within -easy 
reach. . . 

. . . Commercial property and 
development land at 
competitive prices, , with grants 
available for construction, 
refurbishment, research 
and development and .. 
marketing i . . 

. . . The advice and expertise 
offered by the load authority is 
second tonone- making ■ 
relocationpamless . . 

. . . The choice, size and style 
ofhousmgis wide with prices 
wed below the national 
average. \ 
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topples off 
the equity perch 



A one percentage point increase In Japan’s 1 
official discount rate did not prevent the Nikkei 
250 index declining sharply yesterday. ■ 
Depressed further in dollar terms by the depre- 
ciation of the yen, Tokyo fell from first place in 
the world's equity capitalisation league, letting 
Wall Street back into prime position for the first 
time since 1987. Back Pago 


Polishing the Jewel in tho crown 

Valerias Preciados, the Spanish department.; 
store chain, is the "jewel In the crown* of 
MounUeigh, the Anglo-American property' com- 
pany, which saw profits fall sharply in the first 
half of 1989, Floating GaJerfas appeared to be 
the most likely outcome of this bad news,' V 
according to MounUeigh.' Tom Burns talks to 7 
the man who is charged : with putting the final 
polish to "Gels lias. Page 21 


Reaping tho whirlwind 

Brazilian banks have - 
taken advantage of the- - 
country’s legendary eco- 
nomic chaos. They 
reaped windfall profits ' 
from crushing interest:' 
rates meant to keep the 
lid on hyper-inflation. 

---» * a i Last year was an excep- 

y wlfflv S \ tional year for Brazil’s ■ 
banks, evenby their 
exacting standards. 

Now, President Fer- 
nando Collorde Melllo - 
plans to clamp down, 
financial. Institutions will 
be dragooned Into financing privatisations and 
they will be taxed more heavily. Page 20 


Silver shadow over para 

Peru’s sliver mines are struggling for survival* 
Government-pegged exchange rate problems 
and stubbornly low International prices have 
flit the industry- awl mining compnittep Are 
looking to diversify wherever they -can.- The*, 
advent of a neW government op July 28, how- 
ever, promteujsi improve conditions. Page 30 


Phantoms In tho MBO opera 

Management buy-outs 
have not had a greet 
press, but some inves- 
tors still want s piece of 
the action. The attempt 
by Robert Holmes & 
Court (left) to build a 
stake in Really Useful 
Group, which Andrew 
Lloyd Webber Is trying 
to take private, has baf- 
fled banks and brokers. 
Andrew Hill compares . 
the problems confronting Mr Lloyd Webber 
:wflh;tiibse facing British Syphon Industries, 
which has had to five with -a large minority 
shareholder tor 18 months. Page 28 
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Companies in this seedon 


BSG 

Banco di Roma 
Benchmark 
Brake Bros 
British Syphon bids 
CS Holding 
Cambridge Electronic 
Camtord Engineering 
Cavendish Inf I 
City Realties- 
Club Med . 

Eiectra Investment 
Era 

Federal Express 
Femim 
First Boston 
Gaierias Preciados 
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Gulf Resources 
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acquisitions strategy 


By, Ntefc Gwnsttjn. Brussels 

ASEA BROWN Boveri’s prog- 
rams of large acquisitiona and 
joint ventures in western Europe 
and North Atoartca Is coming to 
an end. ‘ ‘ 

. Announcing 1969 results for 
Europe's largest engineering 
group, Mr Percy BaznevllE, . presi- 
dent and chief executive officer, 
said yesterday- “I think the ball 
gante is over to a certain extent,’ 1 
He added, however, that acquisi- 
tions and joint ventures In east- 
ern Europe would continue. 
v Pre-tax profits for the year 
jumped 70 pec centto$91lm from 
3536m. 

Revenues were up 15 per cent 
to JSOJtfbn froin $17.83bn and 
earnings, after financial items. 


finished 65 per cent higher at 


Orders received in 1969 totalled 
6ZL64bn, a rise of 21 per cent on 
those reported in the previous 


Mr BaxnevSk said the group 
was now satisfied with Its geo- 
graphic spread of businesses, 
with western Europe accounting 
tor 25 per cent of orders last year, 
North America 24 per cent, and 
western Europe outside the Euro- 
pean Community 29 per cent. 

However, operating earnings 
after depredation, at 6JL per cent 
of revenue, was not a satisfactory 
figure to support the group’s 

:-term ambitions. 

i also con c eded that the rapid 


expansion of the group had 
severely stretched its manage- 
ment capabilities. ABB spent 
g&09bn cm acquisitions last year 
against 8544m in 1988. The big- 
gest 1969 purchase was Combus- 
tion Engineering of the US for 
Jl.56bn. 

In eastern Europe, ABB has 
already concluded joint venture 
agreements in power engineering 
in Poland and » about to do the 
same with Bergmanxt-Borsig, 
East Germany’s sole steam tur- 
bine maker. . 

joint 8 ^nt^^^to D part of 'the 
Skoda heavy engineering busi- 
ness in Czechoslovakia. 

Mr Bamevik expressed satis- 


faction at the progress of ABB’s 
joint ventures and the internal 
rationalisation programme since 
Asea of Sweden and BBC Brown 
Boveri of Switzerland merged 
their heavy electrical businesses 
at the start of 1988. 

But he acknowledged that the 
subsequent joint venture with 
Finmeccanica of Italy had run 
into difficulties. 

The group’s prospects, said Mr 
Barnevlk, were good and earn- 
ings would be higher in 1990, 
even though some acquisitions 
would tend to have a negative 
impact on ABB’s short-term 
results. He forecast that sales in 
eastern Europe, including the 
Soviet Union, would rise from 


6200m last year to tlJflm by the 

mid-1990s. 

Total world power plant orders 
for gas turbine and combined 
cycle stations doubled last year. 
This technology was going like a 
“prairie fire,” said Mr BaraevSk, 
and ABB’s market share growth 
was 4 to 6 per cent. 

Non-recurring costs, mostly 
related to restructuring, declined 
6620m to $265m in 1989 but the 
tax bill more than doubled to 
$283m. Return on equity was 1&8 
per cent, compared with 12JS per 
cent The group is proposing to 
pay a dividend of $97m to each of 
its two shareholders, Asea AB 
and BBC Brown Boveri. 

ABB’s expansion. Page 17 


Standard Positive steps. 


Chartered 



to £ 67 m 

By David Lascelles _ 

STANDARD Chartered’s pre-tax 
profits plunged to £67m (giosm) 
last year from £3 19m because of 
bad company loans and the prob- 
lems of Third Worid ’debt After 
tax, the international banking 
group reported a foes of £3Sm. 

-Standard had warned' tint Its 
profits. would be down for the 
year, and the result was within 
expectations. 

' The operating profit was 
6390m, but after the charge for 
bad debts this was reduced to 
£232m. There was an exceptional 
charge of £427m for sovereign 
debt and £28«n for reorganisation 
costs. But these were partly off- 
set by a £290m profit on the sale 
of buildings. 

Mr Rodney Gafoin, the execu- 
tive chairman,' said he was dlsap- 
■ pointed; by the- "unacceptably ■ 
Mg - bad debts’* and he had 
reinforced the risk man agemen t 
and credit - functions. But he 
added: “This result masks the 
strong growth hi- our testbudng 

hu m s — S gy - -/- *<• ^- --v j - 

... Among Improvements," fie'dted 
.« reduction in costs,-.- atrong 
profit- growth in ", ■' .... 
and a clearer strategic focus on 
the .hank’s geographic regions. 
He said that steps- taken last 
year to raise the bank’s perfor- 
mance would start to show: 
t hrough this year. 

Standard’s capital position 
deterior a ted, with the Baste ratio 
falling from 1(L4 per eenito 9JS 
per cent, though this will rise to 
9JS pear cent when the proceeds 
from disposals are received. The 
total dividend for the year Is 35p 
per share, up from 88JBp. 

Standard’s shares gained 2p to 
dose at 545p. 


negative reaction 

David Lascelles on an old colonial 
bank’s search for a modem role 


B y the standards of UK 
clearing banks, the £35m 
(657m) post-tax loss 
announced yesterday by Stan- 
dard Chartered was tiny. Midland 
Bank lost £219m last year and 
Lloyds £490m. Nor did the news 
come as a particular surprise. Mr 
Rodney Galpin, the chairman, 
has' had the unpleasant task of 
issuing not one but two profit 
warnings January. 

But the result was still a Mg 
disappointment because it under- 
lined just how trouble-prone this 
former colonial bank remains, as 
it straggler to find a role in a 
changing world. Only last week, 
it transpired that Standard had 
lent 6110m to IffluiScribe, a US 
disk-drive manufacturer which 
it the protection of the 
laws amid allegations 
off 

This is bound to fuel the 
doubts ' that constantly bedevil 
Standard about its long-term 
future. For months, the stock 
market has; been buzzing with 
rsmOuza of a proposed break-up. 
AccorMng to one-vendon, the 
group would be spMt-into -its com- 
int parte — the Standard: 
in Africa; and ; rite Char- 
tered Bank in the Far East — and 
sold off to other banks. 

The reasoning behind these 
stories was that Standard Char- 
tered’s present structure has lit- 
tle logic to it, and that Its various 
hits would be more valuable to 
other, more dynamic banks, seek- 
ing to expand into new geo- 
graphic areas. 

But Mr Galpin c a tegorically 
denied yesterday that asset sales 
wore on the cards. He was much 
keener to disentangle the 
Improvements in Standard’s 
underlying performance from all 


the bad news, as' evidence that 
the recovery strategy he 
launched last year is working. 

One indicator is that Stan- 
dard’s continuing businesses 
boosted their profits by 30 per 
cent last year. The cost ratio of 
these businesses (the ratio of 
costs to income) fell to 64R par 
: cent last year from Gfr9 per cart, 
fiartemHwg a three year dedbie, 
which is a huaKhy trend. 

Over the last 12 months Stan- 
dard has also sold a couple of 
extravagantly large headquarter 
buildings at a profit of £290m, 
and reached an agreement with 
foe Westdeutsche Landesbank to 
sell its' continental European 
business and set up a joint mer- 
chant hunting ve ntu re. This has 
wwh lrf JWmufcnHn r ate fts cap- 
ital ratios above last year's low, 
when they were scraping the 

tnte rimHmuiTly ngrnetl wrfnhmmr 

A further positive-step has 
been the reduction of expos ur e to 
LDC (less developed countries) 
debt. Thanks to an active asset 
. trading programme; the total was 
- reduced lastyear by nearly 60m 
to 6L97hn* edbejuding loans to 
-South liians tvlkdco 

which- te W b et ag stren gt hened 
under the Brady Flan. 

. “The results for 1989 do not yet 
reflect the considerable develop- 
ments which have taken place 
within our group nor the under- 
lying quality and value of the 
group’s reshaped business," Mr 
Galpin said. - - . 

.But if all this adds up to better 
promise in future. Standard has 
proved fallible so often in the 

S et that Mr Galpin will still 
ve to work to convince the 
market, it is hard to think of any 
major banking problem to which 
Standard Chartered does not 



Mexican debt 
•HffBbto for 
enha nc e ment s 

. Provision as % 

. of exposure 35% 


■ 

South African 


Less developed 


dobt: 


countries* debt: 


Provision as% 


Provision as % 


of exposure 5% 

1 

of exposure 62% 


have any expos u re. 

- Aside from MlniScrib^ Stan- 
dard h"« cinnm out to the trou- 
bled Bond group In Australia, 
another tMsm -to -Until, which 
has suspended interest payments, 
and these are £500ra -of loans to 
blgM y - lgvc r a gad companies. 

M r Brown says the bank 
is adequately provided 
to meet any of these 
problems, and the leveraged loan 
portfolio is equivalent to only 3 
per cent of the group’s total 
advances. Even so. Standard’s 
total provisions to third world 
countries with financial prob- 
lems,' including Mexico and 
South Africa, is only 44 per cent, 
while the other UK clearers 
range from 62 per cent to over 70 
per cent. The asset quality at 
this group is always dubious, and 


MiniS crlbe just drives that 
home,” commented Mr Peter Toe- 
man, the hanking analyst at 
Phillips A Drew. 

• A teftw drag on bank’s 
bottom. line is its vulnerability to 
■' UK tax. In a bad year like. 1989, 
the b ank does not earn enough 
taxable income in the UK to 
claim full offsetting relief on tax 
paid in foreign countries. Mr 
Richard Stein, the finance direc- 
tor, said that in a good year, UK 
taxable capacity would be just 
about adequate. 

Standard’s results this year 
should show some improvements, 
so long as no more skeletons 
come tumbling out of the cup- 
board - a danger now clearly at 
the front of Mr Galpin's mind. 
“We can’t afford any surprises, 
and we are determined to avoid 
them.” 


Calvet 
tightens 
grip on 
Peugeot 

By William Dawkins 
In Paris 

MR JACQUES Calvet, chairman 
of Peugeot, Europe’s third larg- 
est car producer, is to take over 
as head of the group’s Automo- 
biles Peugeot subsidiary, follow- 
ing the early retirement of the 
unit's 64-year-old chairman, Mr 
Jean Bolllot. 

This significantly strengthens 
the influence of Mr Calvet, 
already chairman of Citroen, 
Automobiles, Peugeot’s sister 
company in the group. 

Mr Baillot, who joined Peugeot 
as a salesman 36 years ago, gave 
no reason for his decision to 
retire a year early, beyond tell- 
ing colleagues that he saw no 
reason why his age should dic- 
tate when he left the group. 

However, Mr Bolllot is known 
to have advocated a more sympa- 
thetic line than Mr Calvet to 
labour relations, especially 
towards workers’ pay demands 
in last year’s damaging seven* 
week strike, in which 4 per cent 
of Peugeot’s animal production, 
worth FFr3bn (6527m) In sales, 
were lost. 

Mr Calvet had refused to nego- 
tiate with the unions, on the 
grounds that the group badly 
needed to save cash to invest 
against Japanese competition, 
but some of bis executives felt 
such toughness only prolonged 
file conflict 

Mr Bofllot announced Ms deci- 
sion at a recent management 
mBeHng at the Sochoux plant In 
north-eastern France, the centre 
of last year's strike. His retire- 
ment and succession by Mr Cal- 
vet will be confirmed at the next 
Peugeot board meeting on March 
28. 

Automobiles Peugeot said In a 
statement that Mr Bolllot will 
remain on the board of the car 
group. 

A company spokesman —Id Mr 
Bolllot had long made it dear 
that he wished to retire before 
reaching 65. Peugeot had 
accepted his request with regret, 
the spokesman 

A popular figure at Peugeot; 
Mr Bolllot took over as chairman 
of the subsidiary in 1984 from 
Mr Calvet when the latter 
became head of the group. 

Mr Bolllot was a leader In the 
design of the successful 205 
hatchback, the 405 saloon and 
the luxury 605, launched last 
year as Peugeot’s first attempt to 
take on West Germany’s Mer- 
cedes and BMW in the executive 
car market. 

He also personally promoted 
Peugeot’s efforts in motor ral- 
lies, helping to release group 
cash tor motor sports - an area 
which he saw as a key to boost- 
ing the general image of its cars. 


Ransomes deal referred to MMC 


By David Oman 

MR NICHOLAS RIDLEY, the 
Trade and Industry Secretary, 
has decided to refer Ransames’ 
6156m acquisition of Cushman 
Group, die North A me rican grass 
machinery manufacturer, to the 
Monopolies and Mergers Commis- 
sion. 

The reference Is the second 
involving Ransomes, the 200- 
■ year-old maker of grass-cutting 
machinery, in less than a month. 
On the last day of February, Mr 
Ridley referred the group’s £9m 
purchase of Westwood, the gar- 
den tractor maker, to the MMC, 
exactly six months after the deal 
was announced. 

In the case of Westwood, . Mr 
Ridley overruled for the first 
time in -several years a recom- 
mendation by the Office of Fair 
Trading. Yesterday’s announce- 


ment, which, was again made 
almost six months after the 
transaction was dosed, was In 
accordance with the OFT’s 
recommendation. 

Mr Ridley’s concerns regarding 
the Cushman deal are said to 
involve the "possible effects on 
competition in .the market for 
commercial grass care equip- 
ment" ; 

Since there are comparatively 
few instances of overiamdog in 
Ransomes’ and Cushman’s 
respective product ranges, the 
nub of these concerns would 
appear to be the distribution net- 
work, which consists largely of 
exclusive dealerships. - 

Mr Ridley is thought to be wor- 
ried timt toe purchase of Cush- 
man, which specialises in splkers 


and turf cutting equipment, gives 
Ipswich-based Ransomes such 
dominance in certain segments of 
the ill-documented market that 
retailers may feel they -cannot 
afford not to stock its products. 
Clearly, in an exclusive dealer- 
ship-oriented environment, such 
a situation might have anti-com- 
petitive effects. 

An ‘incredibly surprised” Mr 
Bob Dodsworth, chief executive, 
said Ransomes expects its Cush- 
man dealers to promote the 
brand properly but there are “a 
number of instances where our 
dealers handle rival ranges.” 

In 1989, the group made pre-tax 
profits of £14.4m on turnover of 
£126. 6m. The shares closed 
unchanged yesterday at 170p. 


Model proposed for EC takeovers 


By Guy de JonquHms, International Business' Editor In London 


INCREASED harmonisation of 
European regulations on take- 
overs, which would remove some 
commonly-used bid defences and. 
guarantee fairer treatment of 
shareholders, has been proposed 
by a. study* carried out for the 
European Commission- 

Management consultants Booz 
Allen & Hamilton, which pre- 
pared the study, says it is 
inten ded as the blueprint for ~a - 
Europe 811 Community "model” 
for takeovers, which would com- 
bine the best .features of . the 
widely differing systems prevail- 
ing in Britain and West Ger- 
many. 

As wen as proposing more uni- 
form rules for cross-border acqui- 
sitions in Europe, the study calls 
for fiscal and regulatory, mea- 
sures .to improve companies' 
-access to capital, sharpen compe- 
. tition between European stock 
markets and encourage equity 
investments, by .institutions and 
Individuals. 

The study takes an even- 
handed approach in assessing the . 
structure of ownership and con- 
trol in Britain and west Ger- 


many, saying each system has 
strong and weak paints in terms 
of its impact on corporate perfoh 
mance and industrial growth. 

It also acknowledges that 
many barriers to takeovers in 
Germany and other continental 
countries are not explicitly 
designed to repel bids bat reflect 
other factors, including, natimtai 
business cultures and . the reia- 
threly «™n number of pubBdy- 
quoted companies. 

The study recommends seven 
guidelines for EC action: 

• Control of companies, and in 
particular decisions on defence 
measures, should be subject to 
approval, by a. majority. of their 
shareholders.. 

• Control restrictions such as 

agreement and pre-emptive 
rights should he periddlrauy'.re- 
endorsed by a. majority of share- 
holders. ■ . * 

• There should be .a ban on 
mechanisms enabling corporate 
control to be exercised through 
shares held by companies them- 
selves, or by their suhsklfories. 

• All shareholders should bene- 
fit fiairiy and equally in terms of' 


• dividend policy and share price 
gains and during and after take- 
overs. Stock exchange authorities 
should be able to protect minor- 
ity shareholders effectively and 
prevent large shareholders from 
benefiting from privileged infor- 
mation and preferential offers, 

• Fall disclosure of manage- 
ment accounts, free access to 
shar eholder lists, disclosure of 
shareholder agreements and of 
large shareholdings should be 
wifldfl common practice through- 
out the EC 

• Any EC company maHwy a 
takeover in another EC country 
should be subject to the same 
treatment as. companies from 
that country. 

• The EC should adopt a com- 
mon policy towards non-EC com- 
mote making acquisitions in the 
Community and ensure that its 
rules take account of takeover 
regulations in other parts of the 
world. 

•Study on obstacles to . takeover 
bids in the European Com m un it y; 
Boca Alien A cqui si ti o n Services* 
58 Avenue Kleber, 75784 Paris. 
Tek4505l467 



After you’ve taken care of 
business in London, Hyatt invites you 
to look after the corporate body. 

In London, the Hyatt Carlton Tower excefleni fitness centres. In Birmingham 
houses a rather exclusive health dub you’ll find an indoor swimming pool 
called The Peak. and exercise studio; while in Cologne 

It’s equipped with saunas, steam, our fitness centre computer will develop a 
weights, and a view across London *Ttrp work-out programme according to 
away TIvYirrm your stamina. 


that will take 
whatever breath you 
have left 

All our hotels run 


IMrr 

TOUCH 


We call it die Hyatt 
Touch. 

It works out rather well. 


iHWT^Hoias & Resorts : 


For reservations it aaycfSO Hyaalmemanoafll Honda or 100 Hyan Hotels in North America, 
call Hyail loll free, or your travd egent. Hotels in Europe, Africa and ihc Middle Easc- 

BIRMINGHAM (opening July 1990) - BELGRADE (opening May 1990) - BUDAPEST - CASABLANCA - 
COLOGNE *DUBA1 'JEDDAH ■ LONDON - MAURITIUS (opening early 1991)- MONTREUX 

RABAT -RIYADH. 









20 


FINANCIAL TIMES WEDNESDAY MARCH 21 1990 


Mezzanine Capital Corporation 
United 

Notice to the howra of the fuBy paid Bearer 
Depositary Receipts (“SDRs”) evidencing Partici- 
pating Redoo ms tHe Preference Shares of US 1 cent 
each (“Shares”) of Mezzanine Ca pit al Corp oratio n 
Dratted (the “Company") 

Notice of Dividend 

NOTICE IS HEfKBV GIVEN to tha holders of the BORs that 
the Corporaflon has declared an Marfm dMdend for tfw financial 
year ended 31st May, 1990 of US$03151 per share Tha BORs are 
denominated In multiples of units ("Units”). Each Unit currently 
comprises 35 Shares. The dividend is? therefore, equivalent to 
US$1103 per Unit 

Payment at mis dividend wW be made, subject to receipt 
thereof by Manufacturers Hanover Bank (Guernsey) Limited ("the 
Depositary”), against surrender of Income Coupon Na 12 (INC 
Na 12) a the spodffad office of the Deposaery or of any of the 
Paying Agents (set out on the reverse of the BDfte and at the loot 
of Ms Notice), at any time on or after 22nd March. 1990. 

Payment win, to each case, be made, subject to any tans 
andibr regulaHons applicable thereto by dollar cheque drawn 
upon, oc a! the option of the holder of the relevant Coupon, by 
transfer to a doBar account maintained by the payees wttti a Bank 
to New tak City 

Copies of the Corpora tion ’s interim Report may be obtained 
tarn the Depository, any of the Raying Agents Med below and 
Euroctoarand Cedel. 

Depositary and Principal Raying Agent 
Manufacturers Hanover Bank (Guernsey) Limbed, 

/Uberi House, South Esplanade, SL Rater Port, 

Guernsey: Channel Islands 

Raying Agents 

Manufactures Hanover Hast Company, 
Bochonhebner Landstrasse 51-53, D 6000 FranMiat-envtJtaki 1, 
West Germany 

Manufacturers Hanover Trust Com pa ny: 

She! towec 33/34th Storey, 50 Raffles Place. Singapore 0104 

Manufacturers Hanover Trust Company, 

The AdelpW, John Adam Street. London WC2N 6HT 
Bankers Thtot Luxembourg SA, 

14 Boulevard Boosevsft, Luxembourg, 

Grand Duchy of Luxembourg 

Manufacturers Hanover That Company: 

Edinburgh Tower; 43rd Hoot 

15 Queens Road Central. Hong Kong 

Manufacturers Hanover Trust Company: 

Stodteretrasse 3% 8027 ZUrich, Switzerland 
Morgan Guaranty Trust Company of New Ybrir; 

14 Place Vtondftma, 75001 Parts. France 


St. Pater Ftat, Guernsey 
Dated 2lst Match, 1990 


by; Manufa c t u re s Hanover 
Sank (Guernsey) LfaaOad 


Financiere CSFB N.V. 
U.S. $150,000,000 

Junior Guaranteed 
Undated Floating Rate Notes 

Guaranteed on a subordinated basis 
as to payment of prindinl and interest by 

Financiere 

Credit Suisse-First Boston 


Interest Rate 

Interest Period 

Interest Amount due 
21st June 1990 
perU-S.9 6,000 Note 
per UA SI 00000 Note 


8%% per annum 

21stMarch1990 
21st June 1990 


ujs.s 110.21 

U.SL SZ204.17 


Credit Suisse First Boston IAnited 
Agent Bank 
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A wn> and 
confial Rwrpdon 


Id Singapore where else but the Shangri-La. 
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Standard & Chartered 

Standard Chartered PLC 

(mcapo/aeod raCi bmtoa tabtify in Entfand} 


Undated Primary Capital Ploatinu Rate Notes 
of which E15Q000J 
comprises the Initial lhanehe. 


in accordance wiSi the Terms and Conditions of the Nates, notice b hereby given 

toat tor the ttvee months penod (92 days) horn soth March, to 20th 

June. 199a me Nctos will carry an Inietaslitole of 15V»pwcxnL per annum. 

The irrtaresl payment date wiB bo aomjurw; 1990 Coupon No. 20*41 
merokye be payable on 20m June, 1 990 aJE 1.95342 per coupon from 
Notes of CSO0OO nomkial and £1 95.34 per coupon hom Moles ol E5.000 nominaL 


J. Henry Schroder Wagg & Co. Limited 

Agent Bank 



INTERNATIONAL COMPANIES AND FINANCE 


Reaping big profits from economic chaos 

John Barham on how Brazil’s banks have benefited from the country’s high inflation 


B RAZIL’S new govern- 
ment has sent a cold 
wind of change through 

the country's fl " Hnrig1 and 
stock inarfcflfei with its drastic 

^mH-inflaHnn plan. 

The banks, traditionally big 
pro® earners, as well as being 
at the forefront of President 
Fernando Collor*s strategy 
have been benefactors of Bra- 
zil’s rampant inflation. 

Last year was an exceptional 

year for Brazil's hanks, even 

by their exacting standards. 
Bunco Bradesco, the country's 
leading private bank, reported 
a net profit up by 70 per cent to 
ns fssdm Many other Ug pri- 
vate banks increased earnings 
by 80 per cent and 90 per cent 
in real terms. 

The banks have profiled as 
no other sector Cram Brazil's 
legendary economic chaos. 
They reaped w indfall profits 
from a government policy that 
used crushing Interest rates to 
keep the lid on hyper-inflation, 
ft was hard not to make money 
In a context of high liquidity, 
high rewards and low risk. 

Now the Government of Mr 
Collor has singled out the 
banks for special treatment. 
Financial institutions will be 
dragooned into financing priva- 
tisations and financial 
operations will be taxed more 
heavily, hi addition re v alues 
are Hkely to fall abruptly with 
declining Inflation and more 
stable government finances. 

Prices last year rose a record 
1,765 per cent By the end of 
1589, fafiatfwn was advancing 
by more than 1 per cent a day. 


The banks’ super profits em rof 
from the widening gap between 
the cost of money based on 
past inflation and Interest 
income calculated cm projected 

future Inflation ra ftPf . 

Telephone number interest 
redes (flscouraged all but the 
most desper a te borrowers. The 
Government - virtually the 
only Mg borrower left in Brazil 
— was paying real gross inter- 
est rates of up to 60 per cent a 
year to finance its local cur- 
rency debt on the overnight 
mon e y itmrfMt 

That explains how bank 
profits almost doubled in spite 
of a sharp fan in ds writg and 
lending at most of the big 
banks. Banco Ran fix instance, 
the second-ranking private 
bank, said its money market 
operations more HnnMwi 
to ISABbn. Net profit grew 81 
per cent to $248m. 

Brazilians avoided leaving 
more tfran fi y bare in i wfwwm 
of loose cash in current 
accounts. Money market 
accounts invested in govern- 
ment tdQs became the Invest- 
ment of choice. 

W ith inflation rising at 
more than 50 per cent 
a month by the end 
of ttin year, In ftraww+n 

markets reached fever 
pttchJBanco Itau said it exe- 
cuted an astounding 634,000 
open market operations dally 
in December. 

Banks still made money out 
of these indexed accounts 
because they did not share all 
the interest tnonme with their 


BRAZHJAN BANKS RANKED BY P ROS IT 
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clients. Furthermore, banks 
invested sight deposits as well 
as their own profits and liquid 
assets in the money market A 
World Bank report leaked in 
the Brazilian press cur- 
rent accounts yielded an infla- 
tion profit of $37tm to the 
banks in the years 1985 to 1987. 

When inflation temporarily 
subsided in 1986, «wnhqp « tum- 
bled and banks had to cut ovei> 
heads and fire employees. The 
banks say they are leaner and 
more productive now and so 
better prepared, to cape with 
less Inflation. 

Competition, always fierce, 
grew tougher because attract- 
ing deposits and tending tbem 
to the Government had become 
the principal source of whole- 
sale hnntc Ti mnWIn finmiiptitiwi 

spurred aggressive marketing 
strategies and greater segmen- 
tation throughout the hanlritig 
system, a trend that is likely to 
continue toln year. 

High inflation that 
time and money became synon- 
y mona, Brazilian famhi nintm 
to be among the most highly 


aut o ma t e d hi the world since 
they have inverted heavily in 
computer id ta t ac i an mi m ing- 
tions syste ms to p rocess cash 
quickly and pro fitab ly. 

Automation has iwwnt that, 
taxes, bills and pensions are 
paid through the banks. Again, 
inflation turned the cash in 
tran s it through the banka into 
a formidable s o ur ce of profits . 

Not all the banks managed 
brQhant results in 19BS. Banco 
Nacional, a tired regional 
bank, was abte to rajse its prof- 
its by "only" 31 per cent ft 
said it profited less because it 
adopted a conservative, low- 
risk strategy. Banco National’s 
policy was so cautious that ft 
chose to reduce open market 
operations by 22 per cent to 
$lJbn, as well as making 
heavy provisions for bad loans. 

However, only Banco do 
Brasil, a huge government- 
owned banking conglomerate, 
achieved the seemingly impos- 
sible by rednting net profit a 
staggering 88 per cent to 
WUSm. It blames tits atrodoos 
results on defaulting farmers 


who m tobi ft treble provision 
for bad loans to 6L5bn and a 
Mg pay hike awarded its staff 
by a labour tribunal. 

Banco do Brasil may be Bra- 
zil’s least profitable bank, but 
it fa still the biggest by far, 
with assets of $67bn. Small 
investment banks that have 
opened doors in recent 
years naturally have unstable 
growth curves. 

Morgan Guaranty Trust’s 
Sao Paulo branch earned an 
Slim net profit, giving an out- 
standing 12 per emit return an 
assets following a Emm loss 
in 1988. Last year it was Bank- 
ers Trust’s turn to tumble, 
when its investment banking 
arm made a profit' of just 
60A8m in its first year of opera- 
tion. 

I ts return on assets was 
slightly lower than at 
Banco do Brasil. A more 
successful new entrant was 
Banco BBA Creditanstalt SA, 
part-owned by Vienna's Credi- 
tanstalt Bank ve rein, which 
reported 612£m profit. 

The outlook for the banks 
this year is at best uncertain. 
President Collor has carried 
out his promise to punish 
those who profited from infla- 
tion. But the most damaging 
punishment may well be sub- 
stantially lower Inflation rates. 

Bankers are already resigned 
to losing money in the first 
half ana by fln<l calculation, 
Brazilian hawita need monthly 
inflation rates of more than 6 
per cent to stay in the black. 


CS Holding takes on Ohio 
Mattress bridge loan 


By Janet Bush In New York 
CS HOLDING, the parent 

t-nrrmnnn - rjf First Boston, the 

WauStreet securities house, 
yesterday confirmed that it 
had bought S250m of a (450m 
temporary teidge loan to Ohio 
Mattress. First Boston 
acknowledged last month that 
it had 6935m in temporary 
bridge loons to Ohio Mattress. 
AMI , and Jexrico as well as 
6&7m in non-performing loans 
to Campeau Corp’s bankrupt 
Federated Department Stores 
subsidiary. 

CS Stowing said in late Feb- 
ruary that ft was examining 

|-the pftmtihiHty nf taking-flu - 

some of its US subsidiary's 
bridge loans, including a 


bridge loan to Ohio Mattress. 

A junk .bond offering last 
summer was planned to con- 
vert the temporary bridge loan 
to Ohio Mattress into perma- 
nent financing but had to be 
cancelled because market con- 
ditions had seriously deterio 

First Boston was, therefore, 
left sitting with an fiBauid loan 
an its books. Moody's Investors 
Service and Standard & Poor'S, 
the credit rating agencies, were 
in dfecusslans with First Bos- 
ton in January about awitng 
with its bridge loan exposure. 
r^E^ey^wretb^eved-to- have 
c onfi rmed their ratings anlhe 
inidprotmiiHtig that, if nece^ 


sary, the parent company stood 
behind First Boston. 

The rating agencies 
expressed satisfaction with, the 
steps First Boston had taken to 
deal with its bridge loan expo- 
sure. First Boston has been 
considering various options 
over the last two months 
including refinancing Its 
bridge loans through a series 
of private placements, hanging 
onto them until "»*»* candt 
Hnnn im prove «n«i selling them 
to its pare nt co mpany. A First 
Boston spokesman said yester- 
day that the company bad sub-J- 
stantlal Investor interest In 
many parts of its bridge loan 


Merger costs hit Federal Express 


By Karan Zagor In New York 

FEDERAL Express, the express 
delivery company, suffered a 
decline in profits for a fifth 
consecutive quarter, reflecting 
tiie cost of assimilating Tiger 
IntAma^nmil, the cargo airline 

ft acquired for 6880m last year. 

Net income for the third 
quarter ended February 28 
plnnged T9 per cent to 652m or 
10 cents a share from $24Jku or 
47 cents. Revenues grew 85 per 

emit in th« latest three mnnthu 
to $L73bn from 6L28bn in 1989. 

Third-quarter operating prof- 
its declined 28 per cent to 
66L7m from 685j6m. while pre- 
tax profits fell to 610.9m from 
6 6&3m- This was attributed to 
Increased non-operating 
expenses of melding Tiger 


Interna ti ona l and other acqui- 
sitions with the company. 

Mr Frederick Smith, chief 
executive of the Memphis- 
based company, said: 
“A lth oug h flnotunlng in cer- 
tain areas will continue, we 
believe the toughest parts. of 
the nwrii w r are Hrfimri na." 

Mr Smith attributed the 
weak third quarter earnings to 
“seasonal weakness in the 
international heavyweight 
business combined with inter- 
national air cargo volume that 
remained below planned lev- 
els." 

Eanrings were also hurt by 
hifiher-than-exDected exsenses 
for air operations, due to 
increased fuel prices, high 


maintenance costa and the dif- 
ficulties of allotting seniority 
rights between Tiger’s and 
Federal Express’* senior pilots. 

Federal Express said its 
third quarter operating income 
was hft by a sung of muuual 
problems, inchwting a volcanic 
erupti on in Ai ^ i p i which dis- 
rupted operations at the 
Anchorage hub. large storms 
Ml Europe and a computer 
problem at its Memphis hub 
before Christmas. 

Ita company said net profits 
for the first nine months 
dropped 49.5 per cent to 672£m 
or |L37 from 6143.6m or 62.75 a 
year eaxlier. Revenues 
advanced 45.7 par cent to 
EUbn from Pi ?W i 


Cavendish disappoints with HK$1.02bn 


By Angus Foster In Hong Kong 


CAVENDISH International, 
part of Mr Li Ea-shing's Hong 
Kong business empire, yester- 
day reported disappointing 
results for 1989 and a tower- 
frHB^tn iirtwi dividend. 

Net profits grew 12 per cent 
to HEgUfibn (USflSOm). The 
company is proposing a final 
dividend of 14 cents a share 
which, combined with the 
interim payment of 7 cents, 
makes a total dividend of 21 
cents, just 5 per cent bettor 
than in 1988. The company’s 
earnings per share Improved 
GJ per cent over the same 
period. 

The figures prompted 

renewed speculation that Mr U 
is preparing to take the com- 
pany private. Most of Caven- 
dish's property development is 
nearing completion while its 
2L5 per cent stake in Husky 
Oil of Canada and 34£ per cent 
In Hongkong Electric are likely 
to provide strong earnings 
growth from 1992L 
Mr Li’s Hutchison Whampoa, 


which now controls about 65 
per cent of Cavendish, has 
been steadily increasing the 
stake since Cavendish was sep- 
arately listed in 1968. Later In 
the same year Mr Ii took pri- 
vate Green Island Cement, 
another company In his group, 
just as it stori e d an eantings 
recovery. 

Mr Simon Murray, Caven- 
dish ch a i rman , ggJd higher ofl 
prices in the second half of last 
year helped Husky Ofl match 
budget projections. The compa- 
ny’s wholly owned Hilton 
Hotel in Hong Kong reported 
relatively stable occupancy 
rates last year, Mr Murray 
said. Profits at most Hong 
Kong hotels were affected in 
the second half of 1989 by a 
Slowdown in to n-ton and by 

rising costs. 

• Zmig Fu, the car dealership 
arm of the Jardfea Matheson 
group, yesterday reported & 42 
per cent increase in rat profits 
to HKt247ihn last year and 


announced it Is aiiHHtig domi- 
cile to Be r muda, the last Jar- 
dine controlled company to 
make the move. 

Zung Fu, which makes most 
of Its profits from imparting 
Mercedes cars far Hang Kong's 
wealthy, is reco mmending a 
final dividend of 27 cents per 
share, which gives a total dis- 
tribution of 33 Baita , compared 
with 23 cents last time. 

• East Asiatic (Hong Kang), 
the Hong Kong import, market- 
ing wnd transport rniit of Dan- 
mark’s East Asiatic Company, 
showed after-tax profit from 
operations down 52 per cent 
teat year to HK621m. as Chi- 
na's economic sl o wdo wn con- 
tinued to eat into earnings. ; 

A large one-time gain from 
the sale of its Taiwan business 
pushed final profit to HK679m. 
up from HK644m. However, 
turno ver feu 13 per cent to 
HKS907 dl The board proposed 
cutting its dividend for the. 
year to 3 cents from 9 cents. 


Kuwait Petroleum buys 
Italian interests of Mobil 


By Steven Butter 

KUWAIT PETROLEUM Corp- 
oration (KPG) is significantly 
expanding its presence in the 
Italian oil industry with the 
6300m acquisition, mnwmcBd 
ye st er da y , of the Italian mar- 
keting and refining interacts of 
M ^vn , the US ail company. 

The acquisition will boost 
the KPC market share from 
about 3 per cent currently to 
1IH4 per cent in the retail mar- 
ket and 11 per cent In the 
Industrial market following 
fftmnpiffHnm of the deal In late 
May. 

The deed indmieg a 100,000- 
harrel-a-day refinery and an 

-wawnri a twH ammaMca plant in 
Naples and 2,000 service sta- 
tions throughout Italy. The 
final price iji yrnfa an the bal- 
ance sheet on the date of dos- 
ing 

This latest acqoisftion will 
make Italy the fourth Euro- 
pean market where KPC — 
which sells its petrol under the- 


Q8 brand has a large com- 
mercial presence. KPC said 
yesterday it had 20 per cent of 
the Tbmiah market, 12 per emit 
in Sweden and 7 per cent in 
Belgium. It also smaller 
prtotkmB in the UK and the 
Netherlands. 

Mobil said that the outlook 
for achieving a folly competi- 
tive foals business to Italy was 
immirittln and that it would 
use the money realised in the 
sale to strengthen its position 
hi other marfcg*B- 

It would retain its lubricants 
business and establish a com- 
pany for this purpose. 

Motors chemicals business 
in Italy would also be retained 
and Mom said it was not with- 
drawing fttitn other European 
down str ea m marirota 

It said the sale was 
consistent with a company 
strategy of focusing an areas of 

strength. 


Mutual fimd and life side 
boosts Power Financial 

By Robert Gibbons in Montreal 


POWER Financial, the 
financial services group con- 
trolled by Montreal financier, 
Mr Paul Desmarais, reporte d 
sharply higher eantings for 
1989, tharika to the strength in 
its life Insurance and mutual 
tends subsidiaries. 

The company’s net profit 
was CfaiSUm, (USgnhfim) or 
C$2.24 a share, up from 
C6lSL7m, or. C$1.78 in 1988 
while fourth-quarter eantings 
also advanced to C652&U, or 68 
cents a share, ahead from 
C$4L8m or 46 cents a year ear- 
Hot. 

After special items,' final 1989 
eantings were C$30L2m, or 
C$3.42, against C$157.6m or 
C6L73 last time. 

The special items included a 

glftl flf OlMm, msiiily fr nm tha 

sale of Montreal Trastco to 
BCE and fis share of a write- 


down taken by Geneva-based 
Pa r gesa an its In v e st ment in 
Drexel Burnham Lambert of 
New York. Power Finance 
recently increased its holding 
in Pargesa from about 2516 per 
cent to 25 per 

At the end of 1980, Power 
Finance had C $868m in cash 
and short-term investments. 

Cheat-West Ufoco, its Largest 
subsidiary, earned C$108.7m, or 
C$1.39 in 1989, ahead from 
G695J>m or C$L23 the year 
before. Investors Group lifted 
earnings to C$50^m, or C$2.04, 
from C$4L7m, or C$1.68 last 
time. 

Power Corpora ti on, of Can- 
ada, Mr Deaznarais’8 holding 
company, through which he 
controls nearly 70 per cent of 
Power Finance and other non- 
financial interests, reports 
later this week. 


Valmet suffers heavy loss 
after Wartsila write off 


By Enrique Teeslerl In Helsinki 


VALMET, the Finnish state- 
owned i« ghww< H g «mH paper 
machinery group, said Josses 
before appropriations and 
taxes plummeted to FM267An 
Ct67m)inlsSftx>m a profit of 
FM282m the previous year. 
Consolidated net sales saw a 
17.7 per cent rise to FMUUBba 
from FM&SIbn. 

Mr Matti KankanpU, presi- 
dent and chief executive, 
Mamed a FMSGOm write off fir 
the bankruptcy of WflrtsQd 
Marine, ana of Europe’s largest 
shipbuilders, in which Valmet 


owned 30 per cent 
The group’s other divisions 
also did poorly. Vahnefs paper 
machinery division saw Its 
operating Income fall to 
FM40.4m from FMlB5.1m. the 
christen accounted for 52 per 
cent of the group's sales. 

Profit after depredation fan 
52 per cent to FM75m from 
FML5&3m. Earnings per share 
fall from FM&80 to FMQ.70. In 
spite of the profits setback, the 
board proposes raising the 
annual dividend from FM2 a 
share toFM2.40. 


Standard 
Chartered 
Australian 
uni t in red 

By Chris ShsrweA 

In Sydney 

THE LISTED Australian 
banking subsidiary to the UK’s 
Standard Chartered was 
pushed into the red last year 
by further hefty provishms far 
bad loans, reflecting its expo- 
sure to troubled or collapsed 
I ffly i companies confronting a 
prolonged credit s queeze . 

The 72 per rant-owned Stan- 
dard Chartered Bank Anstra- 
Ha suffer ed an aftert ax teas o f 
AS54-2m (DS$4H9m), compared 
with profits of A63^m in 1988, 
or AS$-33m after extraordi- 
nary items. 

■QfaiHlar difficulties MBlfruaU. 
other domestic and foreign 
Kawfcg tn Australia. Last week 
the local offshoot of Hongkong 
and qmwgfiM Banking Corpo- 
ration announced a net loss 
for 1989 of A$S1.6m, compared 
with a profit of A$10An in 
19SSL 

On the other hand toe local 
unit of Deutsche Bank yester- 
day announced it had lifted its 
1989 profits to A$5.1m from 

A flOni- 

Standard Chartered said It 
had added another A $88 m to 
its first-half provisions of 
A$32m, and acknowledged tbs 
new provisions were “primar- 
ily related to problem credit 
facilities in the bank and mer- 
i-fmrrf bank.** 

Mr Eirvin Knmr, man aging 
director, would not confirm 
the mwm of individual bor- 
rowers against which provi- 
sions were made, but said they 
were “broadly spread” and 
their problems reflec ted t he 
general ee onwnwic downturn. 

The bank said ft believed Its 
current assessment of all 
known risks was “appropri- 
ately covered by existing pro- 
visions,** but “non-performing 
assets will continue to impact 
operating results j agatively.” 

Adding to the overall loss 
were some A610m in expenses 
associated with reorganisation 
fallowing a stringent review of 
costs. This resulted in staff 
redundancies, including the 
removal of senior ma na gement 
from the merchant bank, 
which is to focus more on cor- 
porate advisory work. 

The Australian operation 
will now concentrate on “max- 
imising tiie advantages of 
trading with other Standard 
Chartered in Asia 

Pacific region, especially In " 
the' areas' of trade finance, 
treasury and advisory services 
for corpor a tes and high net 
worth individuals.” 

No dividend is being paid for 
1989. Last year It paid 4.5 
emits per share. 


Poulenc merger 
with Rorer ‘will 
lead to growth* 

BHONE-Poulenc, the French 
chemicals group, and Rorer 
Group, the US pharmaceuti- 
cals concern, have projected 
that the corporation created 
by their proposed merger win 
generate considerable growth 
in net income in the years to 
1994, AP-DJ reports. 

In a fifing with the US Secu- 
rities and Exchange Cmnntia- 
gioil. the Mimanlwi projected 
net income of $7m in 1991, or 
13 cents per share which 
includes provisions ta 6218m 
before taxes in 1990 for one- 
time costs related- to the 
merger. 

They estimate that Rhdne- 
Poulenc Borer’s net income 
will be 6328m, or $<L86 in 1991 
based an revenues of 84.05ba. 
In 1992, they project an 
increase In net income to 
6462m, or $6-84, based on reve- 
nues of 64.66bn. 

For 1993, a farther advance 
in net income is predicted, to 
6600m or $8A9, based on reve- 
nues of 6&28tm. Finally, the 
companies estimate net 
income of $743ra or flLOl on 
revenues of $5.9bn for 
1994. 

The companies said their 
projections were based on sev- 
eral assumptions, including 
increases in sales of 
existing products and reduc- 
tion of sales in cert ai n mar- 
kets from overlapping prod- 
ucts. 


NZ to probe share deals in City Realties 


By Terry Hall In Wellington 

THE NEW Zealand Securities 
Commission begun an 
insider trading investigation 
into share deals in City Real- 
ties, hours after the country’s 
High Court rejected a commis- 
sion <daini that significant 
shareholders In the property 
company had breached disclo- 
sure laws and should forfeit 
mtSBm (US$32J32m) worth Of 
shares. 

Mr Justice McGohan rated 


on Monday that Zdaa Enter- 
prises, a shelf company which 
is tiie owner of the controlling 
stake in City Beatties, was not 
acting as a nominee for Gulf 
Resources and Cbwnicalfl of 
the US. Gulf Resources* main 
shareholder is Mr David Row- 
land, the Monaco-based British 
Investor who was described in 
court papers as among the 
UlTs 30 richest people. 

The hearing was rudhed to 


allow a meeting at C3ty Real- 
ties shareholders yesterday 
which approved a resolution 
under which Gulf Resources 
win inject a NZ$248m properly 
portfolio into the company 
The deal will see Gulf 
Resources end up with a 62 per 
cent controlling interest 
Mr John Farrell, a commis- 
sion official, said the inquiry 
would include an investigation 
into the ownership of lm Cfty 


Realties shares, .which, had 
h«gii attributed to a company 
named Garoffl Badness. 

In -the High Court hearing 
fast week Mr Farrell said the 
cfltnihisGian bnd been given an 
address in Monaco for GarofiL 
however, French authorities 
said the company did not mdst 
there. 

Mr Rowland testified he was 
not connected with, and had 
never heard of GarofiL 
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Electrolux president to be 
chairman of Saab-Scania 


By Robert Taylor in Stockholm 


MR Anders Scharp, president 
and chief ex e cut iv e officer of 
Electrolux, is to be the next 
chairman of Saab-Scania, it 
was announced yesterday. He 
will replace Mr Steh Gusbrfs- 
son, at the Swedish vehicle and 
aerospace company’s board 
meeting on April 27. 

There is no suggestion Mr 
Scharp is going to tom his new 

position into a full-time one. 
He win continue to remain in 
chars® at Electrolux, where he 
has worked for the past 30 
years. Bat' his appointment at 
Saab-Scania reflects his grow- 
ing importance within the Wal- 
lenberg group of companies. 

His arrival at Saab-Scania, 


even if it is only in an honor- 
ific role, will strengthen the 
company which has been going 
through severe difficulties over 
recent; months. Mr Georg Earn- 
sand wfll remain president 
chief executive of Saab-Scania. ■ 

Yesterday Saab-Scania said, 
the final details of its joint ven- 
ture with General Motors In 
car production had been com- 
pleted. Last week the Swedish 
government gave its approval 
for the creation of the concern,, 
Saab Automobile. 

The appointment of Mr 
Scharp follows the recent 
announcement of the 10-mem- 
ber board of Saab Automobile. 
This is to be chaired by Mr 


Robert Eaton, president of 
GM'i European .. operations. 
■' The other GM members of the 
' board are Mr John Smith, Cits 
'Detroit-based execntive 
vice-president; Mr Richard 
.' Wagoner, finance vice presi- 
d&nt'in Europe; Mr David Her- 
man; Saab Automobile's presi- 
dent and Mr Friedrich Lohr, 
executive director at GM*s 
technical development centre. 

The Saab-Scama members of 
■ the boardare Mr Kamsnnd; Mr 

- Maurltz Sahlin, president of 
SEP; Mr Per Luudberg, presi- 
dent of Providentla and two 
local Swedish union represen- 
tatives Mr Ove Johansson and 
Mr Arne Lindqvist 


Banco di Roma 
doubles profits, 
but skips payout 

^ By Haig Shnonian in Milan 


NET PROFITS at Banco di 
Roma, the smallest of the 
three commercial hawk* con- 
trolled by Italy’s hi state hold- 
ing group, more than doubled 
last year to LlOSbn (gg&Sm) 
from L45bu in 1988. 

However the bank, which 
has been subject to speculation 
ribbon* a change in its share- 
holding structure, in eluding 
stakes by fo re ig n Hawk*, has 
a gain pas s e d its dividend. 

The decision reflects the 
continuing need to boost capi- 
tal ratios, which have fallen 
behind those of stronger Ital- 
ian public-sector financial 
institutions. 

Total assets at year-end 
were L55,086bn. Interest 
income rose 26.7 per cent to 
Ll,197bn. 

• Shia Fibre, the manmade 
fibres emit of Italy’s Snla BPD, 
said pre-tax profits fell to 
L34.7bn last year from L41.7lm 
in 1988, before accounting fur 
minority Interests. 

The decline in profitability, 
which follows a 19 per cent 
drop in 1988, came in spile of a 
5.3 per cent Increase in group 
sales to L963bn. 

It stemmed from a combina- 
tion of falling acrylic fibre 
prices, rising energy costs and 
higher labour expenses than in 

neighbouring European coun- 
tries, said the group. 


La Generate polls out of 
Oub Med and Bonygues 


By Tim Dickson in Brussels 

SOCIETE GENERALS de' 
Belgique, Belgium’s biggest 
industrial and commercial 
holding company, confirmed 
yesterday that it has sold its 
2.4 per cent stake hi Oub Medi- 
terranee as well as a 6 per cent 
participation in the French 
construction group Bonygues. 

The BFr4.2bn (5120m). pro- 
ceeds from the deals represent 
a capital gain for La Gdn&ale 
of BFrlOOm. But there may be 
some disapp ointmen t + fra*. the 
investments, made as part of a 
transfer of sharehriMfopi from 
La Gdnerale’s French owner 
Campagnie Finandere de Suez 
at the beginning of 1989, have 
not led to a closer relationship. 

Besides Its core activities. 


coveting a wide range of sec- 
tors, the Belgian holding’s 
declared strategy is to devote 
15 to 20 per . cent of its 
resources to portfolio invest- 
ments “of a dynamic nature." 

These can have any of four 
: retention as a contri- 
te group profits, inte- 
Into existing activities, 
start of a new activity, or 
disposal with a capital gain. 

Yesterday's announcement 
means La GendnOe’g invest- 
ment portfolio is now signifi- 
cantly reduced. The group has 
11.7 per eent of Accor, the 
French hotels group, and small 
holdings in CGE of France and 
Royale Beige, the. Belgian 
InsucM’nna group. 


COMPANY NEWS IN BRIEF 


■Walters Khrwer, the Dutch, 
publisher, lifted 1989 net profit 
by 25 per cent to FI 140m 
(573. 6m) or FI 2.89 per share 
Item FI 112m or. FI 227. Turn- 
over rose from FI 1.74bn to 
FI l-88bn, and the company 
proposes to pay a dividend for 
1989 of 88 cents against 78 
cents in 1988, writes Our 
Financial fttaft- 


_ Gran-dig, the West German 
electronics group which is 31.6 
per cent owned by Philips of 


the Netherlands, expects to 
report that sales rose 7 per 
cent in the fiscal year ending 
March 31 to around DM3.7bn 
($2,3 bn) from DM3L48bn the 
previous year, AP-DJ 

reports. 


■LVMH, MOSt Hennessy-Louis 
Vnlttoa said it Is studying its 
legal response to a move by the 
Vuitton family to have a 
French court investigate the 
group’s link with Britain’s 
Guinness, iNH reports. 


Statoil aims 
at ambitious 
world-wide 
expansion 

By Karen Fossil in Oslo 

STATOIL, the Norwegian state 
ofL company, is to pursue an 
ambitious international expan- 
sion strategy which calls for 
the purchase of an on com- 
pany with an established 
crude oil reserves base - ide- 
ally with global production. 

Mr Harald Norvik, presi- 
dent; said yesterday that Stat- 
oD aims to grow in stren gth, 
competence and sire to com- 
pete globally with leading 

international oil companies 
such as Shell, Exxon and Brit- 
ish Petroleum (BP). 

Mr Norvik aims, within the 
next io years, to obtain more, 
than 30 per cent of the com- 
pany's access to new oil and 
gas reserves outside Norway. 
In addition, he alms to acquire 
shareholdings in foreign gas 
companies and in foreign gas 
transportation systems. 

Mr Norvik forecast that by 
the turn of the century Stab- 
oil’s annual natural gas 
exports would Increase to 
more than 50bn cubic metres 
(bem) from SObcm with a Euro- 
pean. market share of between 
15 and 25 per cent. 

Mr Narvik pointed out that 
by next year Norway could 
overtake Britain as western 
Europe's largest crude ofL pro- 
ducer, while entering the 
league among the world’s top 
10 crude oil producers. 

As tiie an industry is tech- 
nologically demanding; risky, 
will demands long lead Hhim 
for projects, Statoil would 
have to grow to compete suc- 
cessfully internationally. 

Mr Norvik hinted that to 
Bind «ndi an ambitious expan- 
sion s tra t e g y it could be in 
StatolTs but Interest to be 
partially privatised, though it 
is necessary for the state to 
intbitain a majority share- 
holding; However, a problem 
would be tiie limited size of 
Norway’s capital market. 

In this he suggested that 
strategic affiances outside Nor- 
way, technology co-operation 
agreements, cross-sharehold- 
ings between wmipawipw and a 
Joint market apparatus would 
be interesting ways of 
strengthening Statofl. He said: 
“Our vision must be to com- 
pete within 20 years with 
Exxon and Shell an the other 
ride of the gLobe.” 


Galenas Preciados begins to sparkle 


G alerias Preciados, the 
Spanish department 
store chain, is not only 
the largest single asset owned 
by Mountleigh, the 
Anglo-American property trad- 
ing and investment company. 
As a candidate for sale and flo- 
tation, it is also the “jewel in 
the Mountleigh crown," 

That, at least. Is what Mr 
Peter Carr, Galerias* chief 
executive, says he is told by 
Mountlefgh’s current bosses, 
US entrepreneurs Mr Nelson 
Peltz and Mr Peter May, and 
Mr Carr Is busily polishing the 
precious stone. 

In January, when Moun- 
tleigh reported a fall in its 
half-year 1989 overall profits 
from £24J3m to £20.4m ($33m), 
Mr Jeff Warren, finance direc- 
tor, said floating Galerias was 
“the most likely outcome" 
although all options areopen. 

Brought into Galerias by 
Mountleigh’s former 
Mr Tony Clegg In March 1988, 
six months after he had 
acquired the 30-store retail 
chain, Mr Carr has presided 
over a turaround that has con- 
verted tie department store’s 
1988 losses of Pta8-6bn (579m) 
on sales of Pta74j6bn to profits 
of Pta3Jttm last year on sales of 
Pta85-4bn. 

Mr Carr, a former head of 
Debenhams and of Queens way 
in the UK, now confidently 
expects a further improvement 
in this year’s results. 

Evidence of a firm reversal 
in Galerias’ previous fortunes 
awiri rf a aBBUM fl W flfca hla fflar 
are key ingredients in the 
department store's mooted flo- 
tation, as Spanish stock 
exchange rules require a com- 
pany seeking a listing to dem- 
onstrate profit s over at least 
tote previous two years. 

Speculation that Mr Peltz 
and Mr May will be tempted to 
dispose of Gallerias' estimated 
£473.6m worth of gross prop- 
erty assets has in the mean- 
time been 1 fuelled by their deci- 
sion at the begining of this 
year to engage McKmsey, the 

BfiTumTtant* In taka a rinaa Innk 

at the department store. 

So far as Mr Carr is con- 
cerned, putting Galerias into 
the black has been a question 
of injecting capital and good 
marujgiKnngnfc info a wmqwny 
that was operating in an 

CTpamHn g wmri mTnn<m+ 

“Spain is a virgin market,** 
he says, “and basic things 
win." Galerias; however, 
appeared to be a daunting 
property for testing such theo- 
ries. “Galerias* image was like 
that of British Leyland in the 


Tom Borns looks at the Spanish 
jewel in Anglo-American prop- 
erty group Mountleigh’s crown 



Nelson Peltz and Peter May: group is the Jewel in their crown 


1970s,” says Mr Anthony PraHe 
of the Boston Consultancy 
Group, which has been advis- 
ing the retail chain for the past 
three years. “People used to 
crack jokes about it in pubs.” 

The department store chain 
was bailed out by a domestic 
bank 20 years ago after consis- 
tently losing ground to Spain’s 
premier retail chain, El Corte 
Ingles. After languishing fur- 
ther, it was sold to the Rumasa 
group only to find itself expro- 
priated by the state in 1983, 
along with all the other 
Rumasa assets, when the 
socialist Government crossed 
swords with the holding’s 
founder and cha ipnan maver- 
ick tycoon Mr Jose Maria 
Ruiz-Mateos. 

T he Government sold 
Galerias to Organiza- 
tion Diego Cisneros, a 
Venezuelan industrial group, 
for a knockdown price two 
years later and Galerias built 
up an accumulated loss of 
£135m between 198587. In Octo- 
ber 1987 Mr Clegg acquired the 
department store from the 
Venezuelans for £153.4m in 
cash claiming that Galerias 
had “a major tele to play in the 
diversification and expansion 
of the Mountleigh group into 
European retail, leisure 
frnnnrfai markets." 

Mr Carr accordingly Intro- 
duced “basic things” such as 
stock control. When be took 
over be discovered that at any 
one time in a Galerias store 
“continuity essentials” - 
white underpants and the like 
— were 22 per cent out cf stock 
and that there was no way of 
knowing, for example, how 


many size 12 long yellow 
blouses had been sold in a 
store on a given morning. 

The out-of-stock ratio has 
now been brought down to 8 
per cent and Mr Carr is able, 
with the touch of a computer 
key, to spot what the trade 
caps "dogs," the goods that do 
not selL 

He also quickly identified 
the retail company’s two main 
problems: “We had a low den- 
sity and our range was the 
same as everyone else’s." What 
irked Mr Carr was that only 
one out of every five persons 
who entered a Galerias store 
actually bought anything. 

The latest is that 2.75 of 
every five who cross a Galerias 
threshold now make a pur- 
chase. This is in part because, 
under a big redesign pro- 
gramme, Galerias has 
crammed its available space 
with “shops- wilhin-shops” and. 
in part, because the company 
has radically altered its own 
buying policy. 

Mr Carr says that under pre- 
vious nianagPTm-ntn “Galenas 

was dominated by accountants 
and nobody ever mer- 

chandise. The accountants con- 
sidered the customers a hloody 
nuisance.” 

An initial “shop-within- 
shop" selling directly to the 
public on Galerias premises in 
return for a 105 per cent rental 
on turnover was Ivarte, a lead- 
ing Spanish electrical retailer 
which is owned by European 
Home Products. Ivarte’s exam- 
ple was followed by retaflers 
that were familiar to the Span- 
ish tourist in London’s Oxford 
Street such as Top Shop and 
Dorothy Perkins while Mother- 


care and Marks and Spencer, 
among others, began selling in 
Galerias under franchise. 

By riding piggy-back on 
Mountleigh, a selection of 
British high street giants were 
able to reach the Spanish 
public in Spain via the 
department store’s prime site 
locations in 22 cities including 
Madrid, where there are six 
Galerias centres, and Barce- 
lona, where there are two. 

In the meantime Mr 1 Carr has 
overhauled the Galerias pur- 
chasing strategy. “Our buyers 
didn’t speak English and they 
bought solely in Spain. They 
were also buying badly with an 
average 15 pa cent mark-up," 
he says. 

In the past two years, eight 
new chief buyers have been 
appointed, five of whom, 
including three women, are 
non-Spanish and one eye-catch- 
ing result of the shake-up is 
that imported clothing now 
represents 40 per cent in place 
of 10 per cent of Galerias’ 
stock. 

Mr Carr is adamant that as 
much as 65 per cent of the 
department store's overall 
business will be in clothing. 

O ther milestones in the 
Galerias turaround 
have been the reduc- 
tion of the labour force by 1,800 
to 7,500. in spite c£ the opening 
of a new store in a southern 
suburb Madrid, and the sale 
of 14 properties to a Moun- 
tleigh subsidiary. 

Thanks to the property deal, 
which netted Galerias Pta30bn 
in cash with a further Ptal2bn 
pending, and to the sale of 51 
per cent of the retail chain’s 
credit card business to Credit 
Agricole de France, Galerias is 
now debt-free. 

Mountleigh Haw in the mean- 
time allocated PtalSbn for the 
company’s expansion and 
negotiations are in p rogress to 
open eight more stores in 
Spain and a fur ther three in 
Portugal. 

“Store shoppers are in the 35 
to 45 age bracket which is 
declining in Europe but not 
here,” says Mr Carr. “In Spain 
35 per cent of the population is 
under 25 years did and 28 per 
cent is under IS." 

Whatever doubts there may 
be about the future ownership 
of Mountieigh’s “jewel,” there 
appears to be none whatsoever, 
in advance of the McKinsey 
report, about the potential 
market for a soundly capital- 
ised and wall- manag ed depart- 
ment store on the Iberian pen- 
insula. 




. . , ' — 

: 1 r iiSkJ;- 

iV:V ‘Icrcf* 

Til 





lb.'Ud> . .lutMV 


vrra® 006 &s£CNM? 

' ■ .0:4 ;‘7.>:i*:v*- y.f. 

wif. 1 eo tow's 


ir.- i.*«„ 




tiaii u. 


POLYGRAM 


1989 Results 


Netherlands Increase 
Guilders on 1988 


Net Sales 

4,105 millions 

+20% 

Income from Operations 

457 millions 

+35% 

Net Income 

333 millions 

+27% 

Net Income Per Share 

2.08 

+27% 


it PolyGiam NV is one of the fhree largest 
recorded music companies in the world. 

* The group has just recorded its fifth 
successive year of sustained growth. 

PolyG ram's results are now available for the first tone since its flotation on the 
Amsterdam and New York stock exchanges (ticker ref PLG). 

Full details and information are contained in PolyGram's annual report which will 
be mailed to shareholders at the end of March. To obtain a copy please write to: 
The Investor Relations Department, PoIyGram NV, at any of the addresses below. 


Gerrit van der Veenlaan 4 
3743 DN Baam 
Holland 


or 30 Berkeley Square 
London WlX 5HA 1 
England. 


or ■ Worldwide Plaza 
825 Eighth Avenue - 
New York NY 10019 
USA. 


PoIyGram 


THE WORLD'S BEST 
AND WE PUT THAT ON RECORD 


ffl 


CASSA DI R1SPARMIO DI ROMA 


has acquired a 51 per cent shareholding In 



IIU 


(OCMIONB.1605 


from 



ISTITUTO PER LA RICOSTRUZIONE 1NDUSTRIALE 


The undersigned acted as financial adviser to both parties in the valuation of this transaction 

J. Henry Schroder Wagg & Co. Limited 



Schraders 


January, 1990 
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The AA gave 
Trafford Park 

a very 

good quote. 


"For coraaon. In Trafford 
Park? thtt Automobile Auoda- 
Hon ad visa, 'Orwrt Britain Is 
wad and truly their oyster. Thay 
have one of the best motorway ' 
systems In the country? 

So It's a rather handy place 
to find one of the country's 
most exciting new deve l o p me n t 


Of course, the very best 
road and air communications 
(Manchester's one of the fastest- 
growing airports In Europe) 
aren't the only good reasons 
why you should consider a 
move to Tr a fford Park. 


Ch eape r property costs, how 
does that sound? And a location 
that's |usf a few minutes drive 
from Manchester, Britain's 
second financial c en tre. 

With over two mil lion square 
foot available, there's a large 
variety of sites and buildings 
to choose from, too. 

And grants are also avail- 
able for qualifying companies. 

Perhaps you'd Dice to cafl 
Derek Farmer on MI-MI 0404 
for more Info r m at ion. 

You can be sure he'll give 
you a good quote, a very very 
good quote. 



(TRAFFORD PARK 

|BIVIiBPMMIV COBPOMTION 

■ MANCHESTER 

WUIOtPMUISmlWKWCOWOtWIISI.IIOTtBPtTMIMttWMUtQM^IlAltOUHUUt.SUlailSTUSglBCmtUI-mak. 


INTERNATIONAL COMPANIES AND FINANCE 


Tax cuts lift consumer optimism 

Martina Schuster on the prospects for West Germany’s store groups 


T he East German election 
results may have 
brought unification of 
the two Genoanys closer, but 
meanwhile West German, store 
groups are hoping to benefit 
from the impact of Immigrants 
attracted to the west by higher 
living standards. 

Even so, retailers expect that 
tax cuts and the positive atti- 
tude of consumers, rather than 
the impact of thousands of 
East German immigrants, will 
be the mam causes of the ris- 
ing consumption widely fore- 
cast for 1990. 

German analysts reckon 
that, .with about DM25hn 
($U.7bn) of tax cuts coming 
into force this year, consump- 
tion will grow by between 3 
and 4 per cent in real teems, 
compared with L5 per cent in 
1989. The tax cuts are part of 
the third stage in West Ger- 
many's tax reform programme. 

According to Mr Herman 
R em sperger, chief economist of 
the Berliner Handels-und 
Frankfurter Bank, there will be 
a shift towards domestic 
demand, and away from exter- 
nal influence within the Ger- 
man economy. 

Immigrants will affect about 
0.5 to 1 percentage point of esti- 
mates on the growth. of con- 
sumption. said Mr Franz Josef 
Link, economist with the Insti- 
tnt der- deutschen Wlrtscbaft, 
an economic institute based in 
Cologne. 

Horten, the Dfisseldorf-based 
store group owned by BAT 
Industries of the UK, saw the 
tax cuts as the main reason for 
optimism over sales. “Each, 
month the earners will find 
more money in their bank 
accounts,” it said. “Horten 
hopes, of course, that people 
will use a large amount for 
shopping.” The company, with 
52 stores and 16,000 employees, 
had turnover of DM3.02bn last 
year and expects sales of flznd- 
ture and textiles to rise. 

Another retailer, Hertie, 
said: “German consumers are 
willing to buy.” The company, 
with 62 stores, 34,700 employ- 
ees and a turnover of DM6JL8bn 
in 1989, expects to increase 
sales, especially for electrical 
appliances, toys, books and 

EnnffliWMff riPriranlffHj Hip hr g . 

sellers last year. 

At the fast-growing Douglas 
company, fat-marly Hussel, an 
official aalii: “Tha tax cuts Will 
make perfume, cosmetics and 
lathes' fashion the winners for 
Douglas in 1990. The company 




West German stores groups 


has 991 shops with 10,000 
employees and is the owner of 
the Douglas perfume and cos- 
metics outlets. At DMkJbn its 
turnover last year exceeded 
DM2bn for the first time." 

Mr r.ink- said: “It is the mid- 
dle class which primarily prof- 
its by the third step of the tax 
reform in West Germany.” Peo- 
ple are expected to save some 
of -this money, “but neverthe- 
less tax cuts are one of the 
most important reasons for the 
expected rising consumption.” 

Another essential factor is 
the Increase in the number of 
employees, explained Mr 
Reiner SchrOder at Dresdner 
Bazik in Frankfurt. As a result 
of the strong economy, there 
has been an increase in 
employees since the middle of 
1988. For 1990 about 300,000 
extra employees' are expected. 

According to Mr fink, this 
year's salary negotiations in 
the private sector will probably 
result In wage rises of about 5 
per cent. This would not pro- 
duce price rises and could 
result in rising c onsump tion. 

Karstadt, one of the largest 
retailers, based in Essen, ««id 
that in spite of having about a 
dozen stores near the East Geiv 
man border their sales were 
only slightly affected by people 
flom East Germany. “Our com- 
pany regards- the expected 
wage rises as more importa nt 
for optimism on sales, behind 
fax cuts and the positive con- 
sumer attitude,” a spokesman 
said. Karstadt expects good 
sales for furniture and enter- 
tainment electronics. In 1989 
the company recorded 
DMMLSbn turnover with about 
66 000 employees. 

Horten, like Karstadt has not 
noticed an increase in con- 
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hope to benefit from an expected increase in demand 

sumption, the first group is 


A. 


sumption caused by people 
from East Germany. “Our com- 
pany has no shops near the 
border with East Germany. 
This may be an explanation" 
Only the sales of down-mar- 
ket stores such as Asko and 
KaufhaUe, a Kaufhof unit 
which was recently partially 
floated an the stock exchange, 
are really affected by East Ger- 
man shoppers. 

Asko said: “People from East 
Germany appreciate our low- 
priced food and all the other 
cheap products.” The company, 
which many shops near 
the border with East Germany 
and In West Berlin, has a turn- 
over of about DMlfibn. Asko 
expects good sales for groceries 
and furniture. 

A t Kaufhof, which bad a 
DM13bn turnover last 
year, an official said: 
“Particularly our low-price 
store r-hain Kaufhalle has 
noticed rising sales with the 
influx of East German people.” 
It has 19 stores near the border 
with East Germany. Kaufhof 
believes that the cheap dott- 
ing, shoes and household goods 
offered by will be of 

special attraction to immi- 
grants. The entire Kaufhof 
company, which is based in 
D&sseldorf, expects high sale 
rates for hi-fi, video and furni- 
tures. 

Hertie, in common with most 
of the other big store groups 
has not noticed that its sales 
have been influenced by shop- 
pers from East Germany. “Gen- 
erally there are two different 
groups of people coming from 
East,” it said. “On the one 
band, people who arrive just 
for a visit, and the Immigrants 
on the other. Concerning can- 


negligible." 

Mr Schroder added: “From 
the point of view of the 
national economy, visitors 
from East Germany are not 
very important for the con- 
sumption 

More important could be the 
people wbo come to live in 
West Germany. They need 
clothes, furniture and other 
household utensils, said Hertie. 
However, Hertie ’s sales were 
not strongly affected by that 
group either. 

Most companies are inter- 
ested in increasing consump- 
tion by doing business in East 
Germany. “There are several 
exploratory talks going on.” 
Horten said. However, it is still 
too early to fix opening dates* 
for shops in East Germany. 

“There are not only difficul- 
ties in getting a licence but 
also a lot of problems concern- 
ing the currency,” Hertie 
explained. 

Kaufhof said: “Generally oar 
company is open for joint ven- 
tures with East Germany but 
we are still waiting for a better 
legal prerequisite.” 

With people coming from 
East Germany and other east- 
ern countries and with many 
looking for asylum, about im 
immigrants settled in West 
Germany last year with 
another 500,000 expected this 
year. 

Mr Ufair said that compared 
with 60m West German Inhab- 
itants the influence of another 
lm or L5m people would not be 
very strong. Furthermore, 
immigrants did not have much 
money and they needed to find 
work and to settle before they 
could really affect consump- 
tion. 
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THE LUXEMBOURG MEDIA SUMMIT MAY 22-23 1990 


The Luxembourg Media Summit it an i ni nat ive to bring together 
leaders in the television man media world and related fields of 
advertisement and programme production from both sides of the 
Atlantic. High level decision makers will examine media (tends, 
investment opportunities, production strategies and regulatory 
structures leading up to the next century. 

Important changes are taking shape which will have a p r ofo u nd 
impact on the future: 

□ the boost in demand for programmes 

□ the new ways of funding broadcasting 

□ the upsurge in competition for audiences 

□ the expansion of distribution systems 

□ the growth in advertising opportunities 

□ the developmen t of European influences in the media world 
P the coming of the single market 

□ the Impro v ements in TV and programme c ont e nt 

□ the extending dimate of deregulation, frec - enreipiiae and 
competition 


A meeting of international leaders who are shaping the destiny of the 
new media world la more than timely Co n firmed spe ak ers over the 
two days will be: SQvio Berlusconi, Stewart B utterfield, Michael 
C hc ddand, Albert Donddiom Jean Dooddfaipa Richard 
Dunn, Ed Fritts, Philippe fi, HI, Maurice 

Lev* Robert Mosbatihez; Mikhail Nexuuhrv, John Fexriss, Tom 
Re&nbeiaexi Michel Rdnaac, Andre Roundet, Albert Schar£ 
Frederic ScegaL Anthony Sboonds-Goeding, Peter Tamm, 
Gascon Thom. Jade Valenti. 

Broadcasters, media owners and investors, programme producers, 
television advertisers, agency executives, policy makers, media 
analysts and correspo n d ent s - everyone interested In the future of 
television should attend the Luxembourg Media Summit. 

The event is being organised under the patronage of the Government 
of Luxembourg and sponsored by Compagnie Uwonbourgeoiac 
de TH£difluston CLT/KTL, Banque Internationale & Luxembourg 
(BIL) and Chase Manhattan Bank of New York. 


CLT-RIL Ip 0“"“ 

Don’t miss this unique event! Mail this coupon today 

* Johannesson & Associates, sjl 

10 roe Adames, L-I 1 M Luxembourg Tel: ( 352 ) 458473 Tlx: 60718 ja tuTde&x: ( 352 ) 458474 
Cosponsors: Banque a Cause dTpargne de 1 ‘Etot Luxembourg, Hotel hOer-Ctmtinaiud, IcdmdtOr, Secnricor, Hmz, Arthur Andmau 


Heise lend me a reservation form for the Media Summit Luxtanbounj ©90. 
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FT STATIONERY AT 
HALF PRICE. 

(Now your world doesn’t cost the earth.) 


FT PERSONAL ORGANISER PAGES - 
DESIGNED TO SUIT YOUR BUSINESS NEEDS. 




TASK 

^kagbmentI 


FT Stationery packs are designed with a thorough understanding 
of business peopled needs. They allow you to buOd 19 yoor personal 
organiser precisely the way you want it 

Lasting 12 months, each pack is compatible with most other 
&-ring binder systems and contains a hefty 200 pages. 

Thereto nothing hefty about the sale price, 

(hough. RMO* each. At 50* off; itto a price thatto 
oat of this world and exclusive to FT readers. 

The Badness Travel Pack is a genuine 
asset Contents include: • Business 
Contacts • Motor Running Expenses 
• Business Expenses • Itineraries • Route 
Planners • Travel, Departure and Arrival 
Checklists. 

The Private Investment Pack is essential for 
everyone who takes their finances seriously. 

Contents include: • Tables for compiling 
Share Records • Charts to monitor Overseas 
Investments • Checklists for Records of 
Insurance • Graph paper (metric and 
imperial) • Logarithmic Scales • Pages for 
your own Analysis • Summary Sheets. 

TltellnmandltoskManagenHartFaidk 
is a most powerful tooL 

Logical, simple programming ensures yon use 
every hour of your day to maximum advantage. 

Task Priority Index, W)rk Load Charts, Itosk 
Overviews, Action Hans and Timetables are 
among the features that keep you moving 
according to plan. 

A ftaU-yearto page-a-day Diary Pack helps you run your life 
efficiently. You decide when it starts, choosing how many days/ 
months to include in your binder at any one time. 


Thereto space for over 20 appointments, boxes to identify 


information can be stored in the sturdy, attractive Storage Box 
for used and spare sheets, with FT-pink plastic dividers to identify 
the sections. At £10.16? itto a price you’ll Chink the world of. 

UNRIVALLED STANDARDS OF EXCELLENCE 

There is an elegant range of binders to load your stationery 
into - with gilt rings and ample space for papers, bank notes and 
credit/business cards. For a modest extra sum, your initials can be 
goldstamped on the front cover erf your binder. 

To take advantage of the special half-price offer, complete and 
return the Order Form below - or ring 01 -799 2274, quoting yoor 
credit card details. 

Many other invaluable aids to good 
management are profiled in the FT 
Collection catalogue. Its 16 pages are 
packed with such notables as the world- 
famous FT Desk and Pocket Diaries and 
a large range of leather accessories. 

Send for your FREE catalogue now. P 

Or call 


ADDRESSES/ 

NOTES/STAFF 

SECTION 


01-799 2002 


•run;! 


iFTBn rfn c i w Ina m wtto tiLhLWwlorOne.S a a U iw tik Brii^ 


TRAVEL 

SECTION 


□ 


ORDER FORM 

Plane lick wham app&catua. 


Please send ms the FT Coteedon 
Catalogue and Outer Farm 


HanwfMifllrsMMMB)- 
OoxmmW 



□ litogh to piece elksa enter 

tedstatetf baton* 


.-Wephorw. 


SP**- 

aSS FR EE FT C ATALOGUE NOW1 

PtoaH nun w: nmoh, FfetaneM Timas Busman totonnaflon Lid. 7th Ftac* 50-M 



foldout Forward Planner, and a Staff Holiday Planner. 

The Addresa/Notes/Staff Pack - the difference between 
running your business well and running it better: Contents include: 
• A supply of notesheets for jotting down ideas. 

Or if you prefer, try a sample of everything in the FT Starter 
Pack for a mere £1L35? “ 

Alternatively, . 

packs - including a Stonge Box - 
at the special money-saving 
price of £3L15! All 


| PIT Barton fmawya witeto Data*) 
[ltanlStKtfon ■ 


WggogntejijjjwwBrtwnj Barton 




buy the Complete Set of 



Mdmss/Notas/SttB Seaton 


Box mantis 


SwwrPack 


Compete s« 


PUMtiidd Q%WTunqss you are ourtte Great Bntoki 
and Nontwn Mend. ■ 

Immidaa imi dtewi to WM m, 

How to pay “ 

Pi 
Jo 


er.«o 

£740 


C M0 


£740 


£740 


E24.7S 


CT1.3S 


£31.15 


£7-80 

£795 


£795 


095 


£706 


£36.40 


£1240 


£33.00 


Suonxa 
PtuaVKT<15W) 
Grand TbtHl 


amxm "^"^ySSmSsssss^ 1 ^ 

Tick Method of Payment «**»□ Monaco** Q ****0 

LLL1 I t 1 1 r 


Card No. I 


PIhm Mia ilSnfl atUuii ddttoMMiaattowe . 




| CaxttoUais signature. 
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FINANCIAL TIMES WEDNESDAY 


MARCH 21 1990 


"This announcement appears as a matter of record only? 



$750,000,000 Revolving Loan Agreement 


Foreign Administrative Agent 


Domestic Administrative Agent 


National Westminster Bank PLC 

San Francisco Overseas Branch 

Provided by 


Bank of America NT&SA 


National Westminster Bank PLC 
Algemene Bank Nederland, N.V. 

Credit Lyonnais 

Credit Suisse 

Deutsche Bank AG 

Industrial Bank of Japan 

Long-Term Credit Bank of Japan 

Swiss Bank Corporation 

The Royal Bank of Canada 

The Toronto-Dominion Bank 

Union Bank of Switzerland 

Westdeutsche Landes bank Girozerrtrale 

Westpac Banking Corporation 


Bank of America NT&SA 
First Bank National Association 
First Interstate Bank of Oregon, NA 
First Security Bank of Idaho N A 
Manufacturers Hanover Trust Company 
Mellon Bank, N A 

Morgan Guaranty Trust Company of 
New York 

NCNB National Bank of North Carolina 
The Chase Manhattan Bank 
(National Association) 

The First National Bank of Atlanta 
The Northern Trust Company 
West One Bank 


A National Westminster Bank PLC 


January 1990 




Bank of America 


Nodce to Holders of 

Daishinpan Co., Ltd. 

(,U»e “Company”) 

Warrants to subscribe for shares of 
Common Stock of the Company 
Issued in conjunction with the Issue of 

U.S. $100,000,000 

4% percent. Guaranteed Bonds Doe 1992 

In respect of the above warrants, notice is hereby given as follows: 

On 7th February, 1990, the Board of Directors of die Company 
resolved to issue Daishinpan Co., Lid. U.S. $100,000,000 2X per 
cent. Bonds Due 1994 with Warrants and Daishinpan Co., Ltd. 
DM100,000,000 tit per cent. Deutsche Mark Bonds of 1990/1994 
with Warrants to subscribe for shares of the Company at the exercise 
price of ¥1,446, respectively, which was less than the current market 
price (¥1 ,458.3) per share of the Company as calculated pursuant to 
the provisions of the Instrument dated 22nd December. 1988 made 
by the Company (‘‘Instrument”). 

As a result of the above two issues of the Bonds with Warrants, the 
Subscription Price (as defined in the Instrument) of the above 
warrants per share of common stock has been adjusted, pursuant to 
the provisions of Clause 3 of the Instrument, as follows: 

Current Subscription 

Price per share Yen 1,056 

Adjusted Subscription 

Price per share Yen 1.054.6 

The said adjustment of the Subscription Price became effective as 
from 17th February, 1990 (Japan time). 

DAISHINPAN CO.. LTD. 

17-26, Minami-Scnba 
1-chome, Chuo-ku, Osaka, 

Japan. 

By: The Daiwa Bank, Limited 
as Principal Paying Agent 

21st March, 1990 


SOCIETE GBNERALE 
USD 300000000' • 
FLOATING RATE NOTES 
DUE 1996 

For tha period March 19, 
1990 to September 19, 1990 
the rats has been fixed at 
8,625% RA* 

Next payment date: 
September 19, 1990 

Coupon nr: 8 
Amount: 

USD 44QB3 for the 
denomination of USD 10000 
USD 4/408^3 for the 
denomination of USD 1QOOOQ 

Tho Principal Paying Agent 
SOCIETE GENERALE 
ALSAdENNE DE BANQUE 
15, avenue Emile Reuter 
LUXEMBOURG 


SRF 

Notes 1 Pi 

£150,000,000 
Gass A 
£11,500,000 
Class B 

Mortgage backed 
floating rate notes 
March 2021 

For the interest period 20 March 
1990 to 20 Jane 1990 the Oca* A 
notes will bear interest at 
152/25% per annum. totem t 
payable on 20 June 1990 wtU 
amount to S3J01 0.00 per 
5100000 note. The OtmBnom 
am bear interna at 162125% 
perantmm. interest payable on 
20 Jane 1990 aiO amount to 
5469940.41 per SI 1,509000 
principal * 


Agent Morgan Guaranty 
Trust Company 

JP Morgan 


U.S. $200,000,000 
J.P. Morgan & Co. Incorporated 

Floating Rate Subordinated Capital Notes 
Due December 1 997 

Notice is hereby given that the Rate of Interest has been fixed at 
8.55% p.a. and that the interest payable on the relevant Interest 
Payment Date, June 21, 1 990 against Coupon No. 17 in respect 
of U.S. $10,000 nominal of the Notes wifi be U.S.S21B.50 and in 
respect of U.S .$250, 000 nominal of the Notes wiU be 
U.S.55,462,50. 


March 21. 7990. London 

By Citibank, N.A. (C SSI DopL). Agent Bank 


CmBANC o. 


u A $250,000,000 FLOATING RATE SUBORDINATED CAPITAL 
NOTES DUE SEPTEMBER 1 996 

CmCQRPO 

Notice is hereby given that the Rate of Interest has been fixed at 
8.5625% and that ihe interest payable on the relevant Interest Payment 
Date, June 2 1,1 990, against Coupon No. 23 in respect of US$50,000 
nominal of the Notes will be US$1,094.10 and in respect of 
US$1 0,000 nomina l of tha Notes w3l be USS21 8JB2. 


March 21, 1990, London 

Bys Citibank NA (CS51 DeptJ, Agent Bank 


CITIBANK* 


UNOCAL 



U.S. $200,000,000 
Union OH Company of California 

Guaranteed Floating Rate Notes doe 1996 
Guaranteed by 

Unocal Corporation 

In accordance with the provisions of the Notes, notice b hereby given 
that the Rate of Interest for the she month period ending on 21st 
September. 1990 has been fixed at 9.1875% pur annum. The in t e r es t 
accruing fin- such six month period will be U.S. 5469-58 per U.S. $10,000 
bearer Note, and U.S. $4,695.33 per U-S. $100,000 bearer Note, oo 
2tst September, 1990 against presentation of Coupon No. 9. 

For holders of fully registered Notes the Rate of Interest for the six 
month period ending on 21st September, 1990 has been fixed at 9.1875% 
per annum. Tbe interest accruing for such six month period wiU be U.S. 
54,695.83 per U.S. $10,000 hilly registered Nous, and integral multiples 
thereof; payable 21st September, 1990. 


19th March. 1990 



FLASH LIMITED SERIES E 
U.S. $30,000,000 
Secured Floating Rate Notes 
Due 1992 

In accordance with the conditions 
of the notes, notice is hereby given 
that for tbe six month period 21st 
March 1990 to 21st September 
1990 084 days) the notes will carry 
an interest rate of 8.8475% pjL 
Relevant interest payments wiH be 
as follows: 

Notes of U-S. $100,000 
U.S. $4,522.08 per coopon. 
THE SANWA BANK LIMITED 
Agent Bank 


U.S. $150,000,000 

Republic New York 
Corporation 

Boating Rate Suborcfinated 
Capital Notes duw 2009 
Notica is hereby given that in 
respect of the interest Period from 
March 21,1990 to June 21, 1990 
the Notes will cany an Interest 
Rato of 0X% per annum. 
Tha coupon amount payable on 
June 21. 1990 wffl ba OS. $22042 
per U.S. $10,000 Note. 

By: The nitre W Hi te a P m U M. 

Loafed, fend lank 

March 21. 1990 
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Airline credit ratings 
likely to slide — Moody’s 


By Paul Abrahantt 

MOODY’S, the global credit 
rating agency, has warned that 
the global airline industry’s 
credit quality is likely to dete- 
riorate during tbe next three to 
five years. 

In a new report, the com- 
pany says that increasing costs 
during this period will squeeze 
profit margins and make. oper- 
ating profits volatile. 

The huge capital invest- . 
ments required, to re-eqtup 
fleets with modern jets will 
increase debt, as will expan- 
sion, acquisitions, recapitalisa- 
tions and equity pacts with 
other airlines. 

In addition, airline profits 

will be adversely affected by 
tbs' increasing cost of labour, 
maintenance, equipment 
rental, security and fuel. In 
some parts of the world kero- 
sene prices rose during the 
1989 final quarter by 35 per 
c ent On average fuel costs rep- 
resent about IB par cent of the 
operating costs of an airline. 

Moody’s argues that such 
coats will not be offset by 
growth i n civ il aviatio n and 
improvements In productivity 
provided by more rational pric- 
ing, wider use of sophisti cated 
yield mana g ement ty rtmm And 
of computer reservation 
systems. 


However, the report suggests 
that earningB volatility will be 
most apparent among US air- 
lines, so the US industry’s 
credit ratings arexnost at risk. 

The report argues that much 
depends’ on whether takeover 
activity - which would 
increase debt - picks up in the 
US. It argues that airlines are 
poor targets for leveraged buy- 
outs because the industry is 
high ly cyclical, earnings are 
volatile, future capital require- 
ments considerable ana the 
risk of terrorism affecting 
earnings great, , . 

It says that if merger mania 
should return, the industry’s 
creditworthiness could foil intw 
the high-risk B category. At 
present, debt ratings of US car- 
riers are, on ave rag e, in the 
Ba2 category: Continental, 
Pam Am, Trans World Airlines 
and Eastern Air Lines are all 
at B2 or below. Only American 
and Delta are rated at AL 

E ur opean airlines face fewer 
risks, states the report. It 
believes that deregulation will 
be managed at a steady pace 
by the authorities in Brussels. 
The mistakes made in the US 
associated with excessive liber- 
alisation which resulted in fre- 
netic competition during the 
1980s should not be repeated. 


Xt expects the financially 
strong European carriers tc 
become increasingly strong. 
Whfle the gmallur airlines Will 

become more vulnerable- The 
extent of that vulnerability 
will de pend upon the willing- 
ness of national governments 
to stop supporting national air 

lines. 

Other factors that should 
allow the European airlines 
ratings to remain steady 
fririnfe difficulties lor new -en- 
trant start-up carriers and the 

advantages of privatisation 
which, argues the report, 
should create a business focus 
that reduces government inter- 
ference and bureaucratic 


However, it argues that 
European airlines’ growth, 
both in their own regions and 
globally, will be limited by 
infrastructure problems. These 
include lack of take off and 
landing slots, runway capacity 
anti terminal facilities. 

The company estimates that 
long-term ratings for European 
aMmes will be firmly in the A 
rating category, and that the 
strongest carriers could merit 
Aa ratings. 

Credit outlook: the global air- 
line industry, published by 
Moody's Investors Services. 


Exportllnans posts 28% rise 


By Karan Fossil in Oslo 

EXPORTFINANS, the 
financing and export .credit 
institute of the Norwegian 
commercial banks, has 
re ported a 28 per cent rise in 
operating income to NKx249m 
($38m) for 1389, while assets 
grew by NExlhn to NKr26bn. 

Expoctfinans said the good 
result was largely due to 
favourable funding terms, 
rfferifan finawriai manageme n t 
and low operating costs, which 
amount to 024 per cent of the 


company’s total assets. 

In 1989 Exportfinans dis- 
bursed NKr2.9bn In loans 
aimed at promoting Norwegian 
exports, while loans on 
terms (nnsubsidised) 
accounted for nearly NKr2bn. 

Though the company 
incurred no loon losses in 1989, 
a general provision of 
NKrl42m was made against 
possible future losses. 

. After the loan loss provision, 
Exportfinans posted an operat- 


ing result of NKrlOTm in 1989, 
against NKr62m in 1988. 
Return on equity rose to 19.3 
per cent from 19 per cent. 

Den norske Bank (DnB), Nor- 
way’s largest commercial bank 
formed by a merger be tw e e n 
Bergen Bank and Den norske 
Credttbank (DnC), Is to reduce 
its shareholding In Exportfl- 
nana from 48.7 per cent to 2AJB 
per cent, or equal to that held 
by Christiania Bank, Norway's 
second largest bank. 


FT INTERNATKHiAL BOND SERVICE 


Listed are the latest International bonds for which there is an adequate secondary market. 

ns Demur 

snunsHTB 

Austria 9*i 


B.F.C.E.8%94.. 

B.F.CX9%95_ 


BrttTel. Fin. 9*98 — 

Cauda 9 96. 

C.C-&E9% 95- 


BM tftar da week VkM 
140 100% 101% 040% 9.18 

175 961* 96% -Oi, -fli, 939 


Cr.Local France 8*99- 
Credit HatlnuJ 7% 92_ 


CmfltNatlcn*l9»» 92. 

OemmrkSt, 9*™™___ 

E.E.CJJ 91-., 

E.E.C. 10 93- . 

EJ.B.-8% 99- 


150 

2S0 

1000 

300 

250 

100 




I -KHt 938 


Enroflma IQ%93 

EKOeFince^ 9»£i_w_ 
Ean>.CNdtt Cant Tst.9 95»~- - 

Finland 9 96 

Fbta.Exp.Cd. 8% 92 

Finn. Exp, Cd. 9% 95 

Ford Motor Cmfit 8 9X. 


Gm.Ekc.Cm.Cni JjO 17291 

C.M.A.C.8% 94 

&.HJLC. 996 

Ga.Mtn.Corp. 9% 92. 

Honda 9% 97.. 


ISM Croflt Corp. 8% 92 

IBM CroBt COrp.8% 91 

IBM Credit Corp. 992 

ISM OoHtCorp.9% 92 

Italy 8^2 94- 
lUly 9k95_ 


r9*» 99.._. 


Rob C. W/W4% 94_ 


Japan Dev. Baric 1096. 

KFWIntt. Fin. 994u_____ 

LT.C.B.of Japan 8% 96 

LT.C.B.of Japan 9% 92 

Hew Zealand 9 94.. 

Nippon Tri.&TU. 8% 96_ 


Nlppoo Tol.&TS. 9% 9B — 
Norway 84, 93.. 


Orsten Kotttbk. 9 % 94_ 


Semitone Corp- W/W4U— 

Section B\ 9b — . — 

Topota Mtr.Corp. W/W493._ 

Victorian Rep 11% 92. 

UtdoaBk.SMU.9ic 02 

World 8onfc 8% 99 

World Bank 9 97 

World Bank 9 93 

World Bank 9% 98 

World Bank 9 s ! 99 

World Bank 91. 96.. 


Average price change^. 

BEVnetfE MARK 
sTBAkarrs i 

AsUa0or.BX.694 

Austria fat, 99 ___. 

BkLFipn.Econ.USSN 796 

Bank of Tokyo 51t 93- 

Cofucncrziiaitfc a/s. 5% 93._._ 
Credit Fonder 6V 99.™.™™ 

EJ-B.6t.99 

E.t.B.6%99. 

E.JX.6% 96 

E.f.B.6%93.. 


99 0 0 9.49 

99% 99% -0% 40% 9 -OB 
99% 99%HB%-0% 938 
95% 96-0% 0 9.48 

96% .96% 0-0% 9.2® 

1601100% 100% 0 40% 9.26 

150 f95% 96%, 040% 9.41 

..loot. va.- n.4A%..a.m. . 

140 run h loz o-o% uo 
150.. 94% 94% -0% O 9.42 
100 tlDl% 102% 0-0% 933.' 

200 tl00% 100% 040% 9.46 

■750 .974*. 97% -fl% -0% . 9JA 
250 98% 98% 40% 40% 934 
200 98% 98% 040% 9.29 

200 199% 99% 

250 198% 99% 

300 101% 101% 

500 196% 96% 

300 97 97% -40% 40% 951 

200 199% 99% 040% 939 

300 .90% 99% 

400 98% 99% 

250 198% 99% 

250 99% 100 
250 100% 100% 

1500 96% 97 

1000 100% 100% -0 
1000 100 — 

1000 192% 94-0% -4% 6.48 

200 102% 102% -0% 40% 9.43 
300 • 98% 98% 0 0 " 

200 95% 96% 040% 9.63 

200 T99 99% 0 0 934 

850 97% 98% -0% 0 9.58 

200 95% 95% 040% 9.44 

250 99% 99% 040% 9.45 

500 198% 99% 040% 934 

350 199% 99% -0% 0 9 JO 

1500 1101102% -0% -2 3.42 

200 97% 97% 040% 928 

1500 195% 9740%-!% SJZ9 

150 103% 104% 0 0 9.48 

225 96% 97% -0% 0 9-55 

1500 95% 95% 0 40% 8.09 

30© 198% 98% -0% 40% 9X5 
300 99% 100 0 40% 9X1 

300 99 99% -0% -4>% 9X9 

500 101% 101% 0 40% 936 

300 1101% 101% 0 40% 938 

Ofl day-0% on whK- 0% 


YEHSTlMIfiHYS 

1 6% 91— 80 

lS%93 80 

CrXocal Franca 6% 94 300 

Denmark 6% 95. - 300 

E.I.B.4% 93 30 

Norway 5% 95. SO 


SMdw4%95 

World Bank 5 % 98. 
World Bonk 7 94. 


50 

10 

20 


Closing prices an March 20 


6.73 
7 AO 
7.42 
732 
756 


price dsagb- On *v-0% on week 


BM Offer dip week YleM 
98% 98% -0% -0% 0.08 
94% 94%-0%-0% 7.48 
94% 94% -0% -0% 6.74 
94% 94% -0% 0 — 

93% 93% -0% 0 

90% 90% -0% -0% 

92 92% -0% -0% 

85% 86-0% -0% 

98% 99% -0% -0% 7. 


OTHEB SntMOMTi . 
AMMyRat.10% 94CS. 
Abbey Nat_ 11% 93 £- 


0-0% 9.47 
0 0 9X1 

0-0% 9X5 
- -959 


040% 950 
O 0 9.09 
O O 9.42 
0 40% 9X4 
0 40% 9.12 
0 0 


Aegon 7% 92 FI 

Alp. OIL Ned. 5% 93 FI 

Austria 7 % 94 ECU 

BanJayi AiB.13% 91 AS— 
BelelHn 8% 94 Em.. 


934 


>%-0% 939 
0 40% 9A5 


Bril Canada 10% 04 CS_ 

8P Capital 9% 93 £ 

Britisb Airways 1096 £. 

Brit. Triccom 9% 93 £. 

Comm-BicAuB. 12% 93AS — 
Comn.BJuAwX3% 94f*ZS.— 

Credit Fonder 9 96 Eca 

Cribcal France 9% 92ffca 

DeoL.BkJWs.13% 93AS 

Deutsche Bk.FIn. 1594 A S ..... 

Dec.De Franca 9% 99CS 

E.LB. 7 96 LFr 

E.I.B. 7% 99 FI 

EJLB.999Eca 


9.40 Earaflnn 7% 94 Eca.. 


Fcd.Bas.Dr.Bk. 994 Eca 

Fed.Bers.Dv.8fc.9V 92 13 

Font Cr.CaaX0% 93 CS-._ 

Ford CTOLCan.lO\96CS 

Ford CraLFImdXO% 93£ 

G.MJLC. Canada 11 3^494CS_ 
(Marion 7% 94 FI 


Hvdnr~Qn«toacll99CS_. 
Uoyds Barit 10% 98 


Lloyds Baric 11% 98 

Nat. Aus. Bk. 14% 94AS. 

New Zealand 9% 93 £. 

0.EJC.B. 10% 99 CS., 


E.LB. 82000.. 


Euro. Coaid, Steel 7% 94.... 

Eurofina6% 96 

EMC Oe France 5 V 97 

Hydro-Quebec 6% 99— 

Japan Dee. Bk. 5% 95 

Japan Finance 5% 97 

ULD.8. 7% 99 

Ireland 6% 97: 

Inlantl7% 99 

Malaysia 6% 94 

N8L West BK. PLC 6 98 

(OppOflTd9.iTd.695. 

Oestm.Kootbk.593. 

PortuffU 9% 92. — 

Portugal 6% 95 

Royal insurances^ 92 

Twkey6% 95- 

Union Bk. Finland 5% 94 

World Bank 6 98. 


World Bank. 6% 97 

World Bank 6% 99 

Average price change... 

SWISS FRANC 
STWU6HT9 
AfriCH Dev.Bfc.596. 


AsflnapSOS 

B.F.C.E. 4% 98- 


B.M.W.FIn.NeUi. 5 12L 


Britamla 8/S. 4% 94», 
CUL Iflt- W/W 3 93... 
Credit Lyonnais 4%-00..„. 
LU4%» 


Ftefl.Eap.Cd. 8% 92. 

RetCfterdtall. 4% 98, 

LA.D.8.6 2004 

Kobe city 4% 98.. 


Leeds Pern. B/5. 4% 99 

Malaysia 5% 98. 

Maxwell Comm. Crp. 5 95.. mi . 

Hat-Bk. Hungary 5% 94 

Nationwide Aig.B/S. 4 93 

Ptw. Newfoundland 5 03..^,.. 

Ttnlbuti 4% 95. ... 

World Bank 5 03 

Average price change.. 


Offer day week YM* 
88% 040% 9X9 

86%-0%40% 9.08 
89 40% 41% 9j60 
91% 0 0 9X7 

9140% 0 9X5 

85% 0 40% 1034 

83% -0% 40% 9.12 
84% 8-0% 9X5 

89% 0 40% 9X2 

90% -0% -0% 9X4 
95% -0% 0 8.75 

96% -40% 41% 8.66 
86% 0 -0% 9.23 

82% 0 40% 932 

83%-a%4fl% 9.18 
84% -0% -0% 932 
82% 40% +1 934 

88% -0% 40% 9X5 
87% 0+2% 9.00 

87% 040% 931 

91%-0%-0% 1H 
81% 0-0% 951 

86% -0% Q 937 
90% 040% 8.94 

92% 40% 0 933 

89% -*0% 40% 9X7 
93% 40% 40% 9X4 
87%-O%t0% 9.90 
87% 40% -0% 933 
82% -0% 40% 9.10 
85% -0% 40% 9.13 
85% -0% +0% 9.08 
on week 40% 


BM Offer dv week YleM 
ISO -184 84% -fl% -0% 8X7 
100 ISO 82 0-0% 7X6 

200 183 83V 40% 40% 7X5 

150 T75% 77% 40% 44% 7X0 
10Q 183% 84% -1% -1% 8.95 
125 183. 83%. -0% t0% 9.08 

100 178 78%-0% -0% 7.94 

150 1S3%-83%rtO%40% 738 
75 *196% 96% 048% 10.01 

350 175 75% -0% 40% 9.41 

200 •WSfz 88% 0 0 731 

150 182% 83% -0% -4% 7.44 
200 . 186 87-1% -i% 938 

100 180% 80% -1H-1H 030 
150 182 82% 40% 40% 9.43 

75 «3% 8440% 40% 9.90 

200 186% 86%-0%-0Y 8,92 
150 179 8040% -0% 7.42 

200 1«4% 85-1% ^.% 8X5 

150 181 82 040% 7X9 

Oo day -8 % m week 0 


Royal Bk3cotX0% 98£._„ 

Saskatckcwan 10% 93 CS 

State BkJtSW. 13% 93AS 

Sweden 7% 93 Ecu-.. - 

Sweden 15 94 AS 

Toyota Mtr.CrX0% 94CS 

Toyota Mtr.CrXl% 92CS 

WorWBank7% 99 FL. 


200 87% 
750 85% 
750 188 

100 91% 
300 90% 

500 185 

600 82% 
300 83% 

600 88% 
300 90 

500 94% 
100 196% 
100 85% 
300 81% 
300 as% 
300 84% 
100 82 
300 88% 
300 87 

500 87% 
150 91% 
300 180% 
400 186 

300 90 

150 92% 
150 89% 
300 93 

500 86% 
200 87% 
500 81% 
600 84% 
600 85% 

Da day -0% 


World Bank 9% 95 Eca 

World Bank 10% 94 £. 

World Bank 13% 92 AS 

World Bank 14% 94 AS. 

Zantnpfc. 13% S3 AS 

FLOATUM RATE 


kwri BM .Offfer day week VkM 

“TSOl '91%' 92% 40% -~M2.‘7S- 
X00+ -92V 93%-0%‘>H)VlAJ8Z 
100 97% 98% 0 40% A07 

200 90% 91% 40% 0 9.28 

100 89 89% -0% -0% 10.99 

100 97% 97% 40% 40% 1532 
150*190% 90% O ' 01136 
200 91% 91% 40% -0% 12X4 
100 88% 88% 40% 40% 14.66 
100 82 82% 040% 13X1 

190 88 88% -0% 40% 1438 

100 194% 94% 40% 40% M.81 
60 101% 102% 0 013X4 

100 91% 91% 040% 10 88 

100 96% 97% -0% 010.72 

125 97% 97% 0 40% 1431 

100 101% 102 040% 14.41 

150 86% 87% 40% -0% 12X0 
100 89 90 -1-0% 9.40 

150 -87 87%-0%40% 9X9 

150 191% 92% 042% 1037 

100 89% 90% -0% 40% 10X8 
100 192% 92% -0% -0% 11X4 
75 194% 94% 0-0% 12.71 

100 195% 96% 0-0% 12.45 

125 92% 93% 40% 012.61 

60 88% 89% -0% 014.75 

100 96% 97% 0 40% 12.76 

150 95% 96% 40% -0% 8X2 
400 93% 93% 40%-0% 12X3 

150 82% 83% 40% 40% 13.94 
100 87% 88 040% 13.90 

100 100% 100% 0 40% 1439 

100 87% 88% 40% 40% 14.60 

150 89% 90+0% -0% 12X1 

1X5 84 84% -0% 014.07 

200 93% 94% 40% -0% 1239 
100 97% 98 40% 40% 14.63 

250 89% 90% 0 40% 10X8 

100 101% 102% 40% 4-1% 14X6 
150 92% 93% 40% 40% 12.42 

ISO 97% 98% 40% 40% 12.49 
300 87 87% -0% 40% 9X3 

100 95 95% -0% -0% 10X0 

200 89% 90% - -14.05 

100 98% 99% Q4O%Z3X0 
75 100 100% 40% 40% 14X0 


Alliance & Laic. Bid 94 £ 

Bank of Grate* 99 US 

Belgium 91 US. 


£bdt& Gloucester 94 £ 

Credit Fonda- 98 US.— — — 

Srisdoer Finance 99 DM 

EEC 3 92 DM.. 

Halifax BS 94 £. 


knt. In Iadustry94 £ 

leads Perm. B/S. 94 £ 

MTIkMW.Brd.593E 

Nem2eataiidS97£ 

Northern Rode 92 £. : 

State Bk.Nsw.9B US. 


WbofwlcfcEiprft.BS.93C~— . 

Woohvkb54S£. 

Average prior change™ 


75 196% 96% 0-0% 14.45 

Slwaad BM Offer Crite Cjcm 
.08 99X7 99.92 24/04 15.33 
10% 98.40 99.65 8/03 9% 
0 99.95 100.0621/08 832 
-063 99.77 99X231/05 15% 
.063 99.66 99.7620/04 831 
1.031 100X7 1003728/04 6.97 
10 100.44 100-54 21/08 9 

X 99.98 100.03 9/0515X2 
0% 99.95 100.0617/04 15% 
0% 100.07 100X217/04 15.37 
OA 99.90 99.9529/03 15% 

■ .07 99.97 100.07 22/0515.06 
0% 99X0 99X530/0415X8 
X8a 99X5 99X014/08 836 
0% 100.01 100.0617/041537 
0% 99.95 100.0122/05 15% 
Ofl fey 40.00 M week 0.00 


CM. On Cfcg. 


Alecs 6% 02 US- .. 

Jfer. Brandi 7% 02 US. 

AhM4%02£ 

C8S. Me. S 02 U&. 

Dal-idri Km. 3% 04 US, 
DalMBank3% 99IIS— 
Frinerica5% MUS._ 
Eeg.OdmClB6% 03£~. 

-fWt»399US 

LadhMKbp.5%fe£~ 

Land Sees. 6% 02 £ 

Mlnelta. Camera 2% 94DM 

MCA(K5% 02US~ 

Bk.5% BW1.— .... 

MextPfc5% 03£ 



11/87- 43 

m m 



112% 113% - 
114% 115% 

SiB 

n & n k 

71% 72% 
81% 82% 
169% 170% 
%% 97% 
78% 79% 
92% 94 

91% 92% 
72 73 

96% 97% 

is ^ 

Wh 

..“A 


41 3X6 
-0% 0.72 
0 50.40 
-0% 8.46 
0 2.25 
-0% -1.93 
0 67.75 
+0\ 6X2 
10% -3X4 
-1% 18X5 
-0% 12.60 
-1% 15X7 
40% 20.45 
44% 3.41 
0 31656 
«% -754 


0 

40% 

a 


3.93 

*L40 

1X9 

UZ 


0 10240 
15U -153 
13J8 
-0% 68.79 
-0% 22056 
4% 22X9 


• No lofeniMlH available previo u s day's price 


week earlier.' 

Fteatlng Rata Nome Denominated In dollars antes otherwise End*. 
aua. Coma feown I* HMmm. CXte - Date ueset couoen becomes 
■ffectlae. Spread- Maryte abow Ux*monUi offend rate ftthn®. 
moots; Wow atead ratal for DS dollan. Ccpn-The ament 

GMmrSue Bonids OcoomteaM In Mian untaa otherwise Indicated. 
QV-^a^cr^g ofl^Jj^Owdate- Ffaujate of nmnloR Into 


. amewnt of bend par shan ^ 

/of share at coiweriJoo rat* fixed attaaa. Pran-| 

age premlam of the amwtnftacUw prion of aapilrhtn stares via Uv 
' 1 owr the moK recent priee.of.tbe stares. 


• The FlnandaJ Times Ltd., 1990. Reprefectkwta tetany form not pernutted whhaiit writtar cossbbl 


tatermthoal. 


Greece 

increases 

private 

banking 

By Kerin Hope in Athens 

GREECE’S central bank has 
Issued a licence for a new prl* 
vate bank to be set up by a 
Greek ship own er as p art o f its 
policy of promoting competi- 
tion in a market dominated by 
the state-owned banks. 

The Dorian Ranh, owned by 
Hr Yannis Mavrakakis, will 
open in Athens in September 
with equity of DrS.2bn 

($14m). 

Under the terms of its 
licence, the bank's capital 
must be increased by at least 
25 per cent after two years in 
operation its shares must 
be listed on the Athens Stock 
Exchange. 

Another ffmmrfal institu- 
tion will acquire a stake of at 
least 20 per cent in the bank, 
the central bank said. 

"There is room for efficient, 
flexible private banks which 
provide more services to cli- 
ents,” it said, adding that at 
least two more new private 
banks were expected to receive 
operating licences in the next 
few months. 

More than 80 per cent of the 
Greek hawking market is held 
by the state-owned banks, 
which are modernising, but 
cmly slowly. 

However, the two privately 
owned Greek banks have < 
shown considerably increased 
returns on equity in the past 
two years. 

Mr Pantazis Kaltsounis. a 
Dorian Bank official, said the 
bank would “offer traditional 
services and also try to 
develop merchant banking 
activities,” but that It would 
not be involved in ship financ- 
ing. 

Be said negotiations were 
already under way with a for- 
eign bank which would be 
offered participation of up to 
25 per cent in advance of the 
Bank of Greece deadline. 




Indosuez’s 
Malacca fund 
to raise $52m 

By Deborah Hargreaves 

THE $35M Malacca fond which 
was launched by Banque Indo- 
suez in January last year Is 
raising an additional $51. 8m 
with a new placement of 
shares. 

The fund has ridden the 
wave of popularity for the 
world’s emerging markets an| i 
is attracting investors ea ger to 
gain exposure in the Far East 
By the end of last year, most 
of the fund was invested, with 
half its cash allocated to Mal- 
aysia, 39 per cent to Indonesia 
and 7 per cent to companies 
elsewhere which had signifi- 
cant operations in the two 
countries. 

• Thai Capital Fund, a non- 
divers ified, a closed-aid man- 
agement investment company, 
has filed with the US Securi- 
ties and Exchange Commission 
for an offering of 5m rewimm 
shares, AP-DJ reports. . . . 

The fo nd said its investment 
Jective was long-term capd- 
1 appreciati on . The fund will 
main t ai n at least 75 pear cent 
o f its t otal assets in equity 
securities of various Thai com- 


The fund plans to offer the 
shares In concurrent o ffe rings 
in the US and abroad. Daiwa 
Securities America will coor- 
<Hnate certain activities of the 
US and international under- 
writers, the filing said. 

said it believed 
th*L due to the small size and 
relatively illiquid nature of 
the Thai securities wuilnfe , it 
could take up to six months 
after the date of completion of 
foe offering to Invest at least 
75 per cent of Its total assets, 
in accordance with the invest- 
meat objective. 




Japan’s brokers 
seek ways to 
halt market fall 

THE LEADING Japanese 
brokerage houses plan to pro- 
pose that the Ministry of 
Finance relax some market 
regulations to stem growing 
anx ie ty over the decline of the 
stock market, Reuter reports. 

The ^proposals stem from an 
emergency meeting of ganeral 

managers! fo r the .big four bro- 
kerages - Nomura, Daiwa, 
Nikko and Taxnaichi - on 
Monday, one of the houses 
said. 

The houses* suggestions will 
include a relaxation of limits 
on institutional stock manage- 
ment and brokerage stock 
dealings, changes in institu- 
tional accounting methods and 
disclosure of arbitrage posi- 
tions, the . brokerage said. 

These are not at all formal 
requests, but we shall tell the 
ministry our hopes on behalf 
of all investors who feel 
uneasy about the stock mar- 
ket” 

• Yasuda Fire and Marine 
Insurance is to suspend a 
planned issue of 50m new 
shares. The company said this 
month that It would call off 
the issue if its shares fell 
below the issue price of 
YM9L 
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Junk bond market-making heads for maturity 

Janet Bush on the healthier tracing eimronment left after the demise of Drexel Burnham Lambert 


pan's broL 
‘k *A;i\sto 
!* market! 


T hey may not be dancing 
on the grave of Drexel 
Burnham Lambert, hot 
Investment banks, traders and 
investors left in the jnnk bond 
arena believe that the post-. 
Drexel market may be health- 
ier andmore efficient. 

Last Friday, Drexel finally' 
stopped muting prices on 3,000 
to 4JJ00 junk bond issues, but 
these appeared to be tittle con- 
cern among high-yield mutual 
fund portfolio managers who 
have ham ceased relying on 
the market’s founder tor 
quotes. 

Some of them argue that the 
pricing of high-yield issues 
improved as DrexeTs strangle- 
hold on the market loosened. 
In the past, when Drexel domi- 
nated the market, the firm was 
often the only source of pricing 
for many of the es timate d 530 
separate junk bond issues 
which it und erwrote . 

“If a certain bond didn’t 
trade, a trader in effect held up 
a m nigtewa d fln g w JfOTe often 
than not, the resulting guess 
was friendly, bar high, rather 
than unfriendly, or low,* com- 
ments Mr Jim Grant, editor of 
Grant’s Interest Bate Observer, 
the influential credit newslet- 
ter. “In the case of the scores 
of issues that Drexel Burnham 
alone sponsored, there was 


nobody else to after a second 
opinion.” • 

The investment Company. 
Institute -put -out an urgent 

mornff tliia TWfmth | nm mfng fa 

■mutual fond members- that 
theje ; ;mdy not be alter n a tive. 
pricing services for some 
DreieS' issues. However,' :fhe*. 
only ptehfem arrears to centre: 
on several Drexel-tmderwiitteai : 
private placements. Large 
mutual ftmds tend to hdd very 
&w erf these. 

According to mutual, fund . 
managers, who calculate the 
price, of their portfolios daily, 
they have already found alter- 
naove brokers to ■ price -the 
bulk cf the junk bond issues 
they hold. 

Ms Margaret Eagle, portfolio 
manager of Fidelity’s high- 
yield bond fund, says that her 
company uses 15 riwre« « n t bro- 
kers ‘.to establish accurate 
prices: “Drexel never exclu- 
sively priced our portfolio. By 
February [when Dread’s per- 
mit filed for ban k r u pt c y], very 
few issues were priced mily by 
DrexeL" •’ - . . ■ 

: There' is anecdotal evidence 
that some mutual tends have 
experienced difficulties in get- 
ting prices on some issues, out 
this appears to be exceptional 
as several firms have moved 
into the vacuum left by DrexeL 


Jefferies & Go, a. Los Angeles 
broker which has taken on sev- 
eral former Drexel junk b ond 
tractors; started offering prices 
on.. Monday, and other targe 
brokerage houses such as Mer- 


xesutt should be better prices 
and a more efficient market 
‘There are discrepancies, but 
people win home in on them 
eventually and spreads shonid 
narrow." 


Top Underwriters of dunk Bonds 


1M» total *25u3bn 


Morgan StenteySZStot 

Shearson Lehman 
Hutton $2L4bn 


Goldman, iBecha 


Ffest Boston 

S alo m o n ■■ . 
BrathamSlA 


Darnddaon; LuMn 
ft JenrettegiAta 


rill Lynch have also started 
pricing' framer Drexel Issues. 

Mr Kingm ah Penniman, 
head- of high yidd at McCar- 
thy, r Crisanti & Maffei, says 
' there is a lot more competition 
fa fhn market HOW and that th« 


Dmxal Burnham 
Lambert taJbn 

Others tIAfan 


He says be is starting to see 
increased interest more 
active trading in private place- 
ments, and it is therefore 
becoming easier to price these 
accurately. Some private place- 
ments were hardly ever traded. 


making it difficult to establish 
a fair market price. 

“DrexeTs prices were often 
too high,” said one junk bond 
specialist. “They didn't want to 
scare anybody.” It is possible, 
now that Drexel has with- 
drawn from pricing, that the 
price of some of these less liq- 
uid issues could drop, but this 
should not apply to many 
bonds, according to market 

partfripafttg. 

Most issues are now priced 
by a number of brokers, and, 
even in the days of Drexel’s 
ArniirxiTM-ft, the market exerted 
a controlling influence. “In our 
institution, we were very care- 
ful/ says Mr Harry Rests, head 
of Junk bond trading at 
Kemper Financial Services. “If 
we thought a price Drexel 
quoted was too high, we would 
that they drop it.” 

Few s u ggest that Drexel was 
aknw jn overpricing i«mng — 
Tt was in nobody’s interest to 
be bearish," comments Mr 
Grant — and some emphasise 
that it was not deliberate. Ms 
Eagle of Fidelity notes that 
Drexel sometimes underpriced 
Issues. “It really is very diffi- 
cult to accurately price bonds 
which do not trade very often,” 
riie says. 

. Altho ugh high yield mutual 
tend managers reckon the mar- 


ket will become more efficient 
as competing brokers build 
market share, there is some 
way to go before this market, 
so dominated by one firm in 
the past, fully matures. 

The efficiency of the market 
is now attracting the attention 
of regulators and Congress. 
Senator Donald Riegle, chair- 
man of the infhwnHwi Senate 
Banking Committee, has pub- 
licly voiced concerns about the 
lack of accurate information 
about the junk bond market, 
which he says is “at best sus- 
pect" 

The Securities and Exchange 
Commission says in a report 
on the high yield market, sent 
to Congress last week, that 
“the persistent problem of 
obtaining quality research fa 
thp Hi gh yield market" 

that its Inform atinrr i Jg bffffod 

more on estimates than on 
hard data. 

This admission gives some 
idea of how much the market 
has to develop before there is 
efficient and accurate informa- 
tion flow. Mr Richard Breeden, ' 
chairman of the SEC, says in a 
letter accompanying re port 
that be Han a ^lrwj Hin staff to 

study a centralised price quota- 
tion sy ste m for the junk mar- 
ket, but that the agency would 
move slowly on the issue. 


’-".J Z 


British Gas and GM Ecu deals add to problems of oversupply 


By Stephen FkBeiv Euromarkets Correspondent 


BRITISH GAS and General 
Motors yesterday added to the 
overs ap ply in foie Ecu sector of 
the international bond market 
British Gas International 
brought a three-year issue 
through Merrill -Lynch, which 


INTERNATIONAL 

BONDS 


carried an 11 per cent coupon 
and a price of 10L575. 

General Motors opted for a 
longer four-year maturity, an 
11% per cent coupon and an 
issue price of 101%. This issue 
was launched through Credit 
Suisse First Boston. Proceeds 
were thought to be swapped 
Into floating rate dollars. 

The aim appears to be to tap 
retail demand for high-quality 
corporate issues, particularly 
from Switzerland, but some 
dealers in the sector said they 


felt that this had been over- 
estimated. Neither deal was 
rich enough to exc i te signifi- 
cant new demand, and the 
deals were expected to move 
slowly. Some mentioned that 
at a discount equivalenf to fiin 
foes, the British Gas issue was 
carrying a. price above par — 
disliked by . certam .retail 

g'rrmmtw • ' * 

DatmlerBens broke aldatus 
of about a month In the Euro- 
lira market with a LioObn 
issue through Banco di Roma. 
With its five-year mat u rity and 
13% percen t coupon - equiva- 
lent to the last new issue m the 
market - the issue carried a 
yield to maturity of 1350 per 
ce nt . 

' The issuer Ud at a discount 
equivalent to foil foes, carried 
a pick-up over some simi- 
lar issues. ’For example, a* 
recent issue for . Volkswagen 
carries a yield to maturity of 
13.40 per cent, Deutsche Bank's 


NEW INTERNATIONAL BOND ISSUES 


t m. Coupon % Prleo 


Lufthansa lntR^nco(o»ft 
ECUs 

British Gaa lnLF1nanca{d)+ 
Ganaral Motors Corp.(d)S 

UK 

PajmtftrUenrlnLFiDanca^ 
mom RtftHCH- 
Intarflnanca Cr.MattOHaKb)» 

swnsnuaics 

BactridtB da Frant«(t^ 
Aapon NV(d)**4 . 

YEN 

8mdbuk(e}4 
Trips Lfcl«ariss K0P* 


2000 ao/IObp OautadM Bank 


1V% MorrlB Lynch bit 
IVI^ C8FB 


I Xg/S Crwflt Lyonnala 
Oah Crarflt Sulaas 

m ubs 

IV s * Nippon Credit Int 
IQMfap Toyo Trust hit 


Hftbali placeman*. IFloaSng rata notaa. ftRnal terms, a) Coupon pay* 8-month Ubor flat. Call at par bom April IBM. bi 
Fungftio with FFrTOOm lasus launchod bi January. NotvcaHabla. c) Call altar t© yaars at 102h- d) Non-caJiable. a) 
RadempSan Hnkad to NOdcaf stock Indaac Q 2fibp ant B-month Ubor. UnUatad. by dual-currency Y/S guararnaad. 


recent issue has 1330 per cent 
and one for Electrolux has 
13.49 per cent The fluids will 
not be swapped, and will be 
used for irrvestment.ln Italy. 


In D-Marks, a floating rate 
note for Lufthansa received a 
good initial reception, allowing 
it to increase an issue from 
DMTOOm to DMlbn. ft was tire 


first corporate floating-rate 
note Issue for same time. The 
liemnnri for the paper, yielding 
six-month London interbank 
nf f pT wj rate flat, appeared to 


stem mainly from German 
Institutions, although there 
was interest from the FUr East 
anri Mfifdla East. Despite thia J . 
it was trading just outside i 
underwriting foes at 99.78. 

Interfinance Credit National 
added FFrSOOm to a DM700an 
issue launched last January. 
The issue was priced to yield 
40 basis points over French 
Treasuries at lawnnh 

In Switzerland, co-managers 
would be losing money on a 
SFrlSQm issue Car Electridte 
de France, which slipped to 
less 2% percent 
• Bear Stearns has entered 
the market for securitising cor- 
porate real estate and equip- 
ment assets, Reuter reports. 
The investment hawking firm 
said ft had hired Jatnp* Price 
as managing director and 
Michael Forastiere and Scott 
Butler as associate directors 
from Drexel Burnham Lam- 
bert 


UK bonds tumble as 
Budget disappoints 


By Andrew Freeman in London 
and Janet Bush in New York 


UK GOVERNMENT bonds 
moved sharply lower in imme- 
diate response to the Chancel- 
lor’s Budget Statement, after 
trading little changed fix- most 
of the session. 




GO 
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Analysts said the disappoint- 
ing comments on tending, 
including a Iowa- than expec- 
ted budget surplus for 1990-91. 
led to a fall in futures of 
around 1 point, while the cash 
market lost around % point. 

However, analysts also 
blamed inflation and the poor 
outlook for UK trade, and said 
there was limited scope for 
substantial improvements in 
sterling bond markets this 
year. “This puts us back at the 
mercy of international mar- 
kets,” said one commentator. 

Before the Budget speech, 
gilts had been affected little by 
the interest rate rise in Japan. 
Sterling was steady against 
leading currencies, and 
although monetary figures 
released in the morning were 
disappointing they had little 
effect on prices. 

The 11% per cent gilt matur- 
ing 2003-07 was trading around 
99U, but later fell off in line 
with the wider market 

■ IN GERMANY, trading was 
driven by technical factors. A 
sharp fall at the opening as 
negative sentiment led to sus- 
tained selling quickly caused a 
strong technical bounce and 
prices jumped 1 point, a gain of 


25 pfennigs on the day. 

On the cash market, the 7% 
per emit bund maturing 2000 
was fixed unchanged at 93J5 to 
yield 8.74 per cent In the after- 
noon it tr aded u pward, gaining 

around 15 

The June Mures contract 
was actively traded. After 
dropping 50 pfennigs at the 
opening, it rallied to dose at 
around 8234. 

■ JAPANESE government 
bonds dropped towards the 
close in Tokyo, reacting to the 
continued weakness of the yen, 
despite the belated discount 
rate rise by the monetary 
authorities. 

The benchmark 119 issue 
closed at Its low. On the Tokyo 
Stock Exchange it was quoted 
yielding 7.1% per cent, and 
after boors brokers were quot- 
ing 7.29 per cent. The market is 
dosed today. 

■ US TREASURIES slumped in 
early trading yesterday in 
response to a discouraging set 
of inflation figures, but then 
rallied strongly as the dollar 
surged on current markets. 

At midsession, long-dated 
maturities had recovered from 
losses of as much as % paint to 
stand as much as % point 
higher. The benchmark long 
bond was quoted % point 
higher to yield 8.46 per emit 

The US currency jumped, 
particularly against the yen 
which foiled to gain any sup- 
port from an increase in the 
Japanese discount rate. At 
midsession, the dollar was 
quoted at Y154J25 compared 
with Y153-05 late on Monday. 


BENCHMARK GOVERNMENT BONDS 


UK QILTB 10.000 4/B3 

10.500 5/90 

9000 10/08 

US TREASURY * 8.500 02/00 

a500 02/20 

JAPAN NollO 4.800 6/90 

No 2 5.700 3/07 


Ptto« ditto" 

91-18 -07/32 

89-12 -15/32 

81-27 -19/32 
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99-08 +09/32 

894066 -0.117 

884397 -0273 


7.125 12/99 68X000 +0680 


PRANCE BTAN 8.000 10794 

OAT aim 5/99 

CANADA • O2S0 12/99 

NETHERLANDS 7X00 11/99 

AUSTRALIA 12.000 7/99 

London dosing, 'denotes Now York 
YMds Local market standard 


908415 +0233 
89X700 + 0X10 

90X500 + 0X50 
900300 +0l310 
83.1440 +0499 
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Geest unzips 9.5% rise 
in spite of listeria scare 



By Clay Harris, Consumer Industries Editor 

GEEST, the fresh produce sod 
prepared foods group which 
imports 60 per cent of the 
bananas sold in the UK, shook 
off trading losses because of 
the listeria scare to increase 
pre-tax profits by 9.5 per cent 
to £2O03m In 1989. 

The increase, from £18.29m, 
came in spite of a decline to 
£906,000 (£2.04m) in trading 
profits from prepared foods. 

The fears over contamina- 
tion of chilled foods coincided 
with Geest opening a new rec- 
ipe plant at S palding , Lin- 
colnshire. As a result, this 
operation traded in the red, as 
did the fish-processing busi- 
ness which was subsequently 
injected into a joint venture 
with Associated Fisheries. 

Manor Hill Foods, the Balti- 
more-based prepared salads 
company which Geest bought 
last May to improve its know- 
ledge of the US market, con- 
tributed only about £500,000 Leonard van Gi 
because of start-up costs and a acquisitions in o 
cold wet summer. 

In fresh produce, Geest’s final dividend of 3p to lift the 
main business, trading profits total to 5-75p (5p). 
rose to £16.S2m (£i<L55m), on a • COMMENT 
slight improvement in mar- After slightly disappointing 
gins. Sales of ripe bananas results, Geest shares stand on 
increased by 11 per cent Other a prospective p/e of 9.5, assum- 
activities chipped in £ 1.22m fog pre-tax profits of £24m in 
(£913,000), and discontinued the current year. The figure is 
operations accounted for achievable if enough recipe 
£139,000 (£372,000) In profits. dishes can be pushed through 
Group turnover grow by 7.6 Spalding to justify the plant’s 
per cent to £49&9m (£468 Am)- h igh fixed costs and if the Mao- 
Net interest received rose to fish joint venture comes into 
£2A7m (£L88m). An extraordi- the black. Unlike his counter- 
nary credit of £3A8m offset the parts at Albert Fisher or Hazle- 
gain on the sale of contract wood, chairman Leonard van 
distribution operations with Geest emphasised organic 
the cost of rationalising fish growth rather than acquisi- 
activitles. An abortive acqulsi- Eons in continental Europe, 
tlon for an u nn amed target and so Car has less to show fin- 
cost £272,000 in fees. it That Is still likely to be the 

On earnings per share of main theme, but with £18m 
19Ap 0&5p), Geest proposes a cash cm hand, the company Is 


^ • 

0 




Leonard van Geest emphasised organic growt h ratter than 
acquisitions in continental Europe 


rich enough to change its 
ml mi Just Over the hnrlwm 
Geest will be fighting to con- 
tinue to source bananas from 
the Windward Islands after 
1992. Geest could weather an 
enforced switch to Latin Amer- 
ica suppliers, although new 
arrangements would likely be 
more volatile than the 35-year- 
old links with 15,000 individual 
grow e rs in Dominica, St Lucia, 
(frenada and St Vincent Since 
British consumers are indi- 
rectly subsidising the Wind- 
ward growers with prices a 
third or so above world market 
prices, this is a policy issue 
rather than one for Geest 
along Tbs faint shadow 
uncertainty casts over the . 
shares should not obscure 
their other attractions. 


CEI electronic components sale 


By Clare Pearson 

CAMBRIDGE ELECTRONIC 
Industries plana to sell off all 
its electronic components busi- 
nesses which last year repre- 
sented more than a third of its 
turnover. 

The company yesterday 
announced the scheme at the 
mum time as it unveiled pre- 
tax profits down from £15m to 
ci 11 m in the year to end-De- 
cember, mainly reflecting a 
weak performance from the 
businesses earmarked for sale.. 
. The disposals are intended to 
facilitate a Mg cut in headquar- 
ters staff, from about 55 last 
year to 15, and enable the com- 
pany to concentrate resources 
on the higher technology elec- 
tronics interests. 

Mr Paul Lester, chief execu- 
tive, said CEI had not yet 
decided whether to sell the 
electronic components side 
piecemeal or in one lump, but 
be hoped to have more to say 
an this by tbs time af the agm 
at the beginning of May. 

Turnover was £174.9m 


(£i72Am). Earning s per share 
were lSJp (229p), but the final 
dividend is 7.1p, making a llUp 
(9ASp) total 

The main factors in the prof- 
its reversal were the slowdown 
in order intake in the UK elec- 
tronics components activities 
find deferral Of cer tai n ilrfama 
.contracts at one of the compar 
nies in the interconnection 
technology division. 

Electronic compcBHSitSfoaife 
£3.48m (EL57m). But CEI said 
the result was .obscured by 
rhangpa in structure. Trading 
profit was after charging £lm 
redundancy and closure costs. 

fix the other divisions, inter- 
connection technology made 
£lA8m (£3.78m), defence and 
Instrumentation £4.5m 
(£4.06m), and specialist compa- 
nies £S.78m (£&05m). 

• COMMENT 

CEFs shares sustained the 
knock of this results announce- 
ment, which was more grisly 
than expected, rather weH The 


answer, of course, lies In the 
dividend increase - which 
does at least show Mr Lester’s 
commitment to turning his 
vision of a leaner, meaner CEI 
into a reality. The one thing 
that emerges dearly from this 
highly convoluted set of fig- 
ures is how hard CEI has 
found it to beep track of so 
widely varied a bunch of busi- 
nesses. But though the dispoa- 
vals are a gaedhfea hi principle, 
their timing is not, an ^ < CEI 
may get .no more'than about ' 
' b™ for Furthermore, ft-, 
is not dear there will not he 
further pruning to be done 
before the company signifi- 
cantly improves its perfor- 
mance. Current year pre-tax 
profits forecast vary between 
about £i2m and £16m, for a 
prospective p/e ranging 
between 7.5 send 10. More 
importantly, the yield is a com- 
fortable 8 per cent it remains 
to be seen what order of divi- 
dend increase, if any, CEI feds 
up to next time. 


Brit Syphon 
to seek 
share buy-in 
authority 

By Andrew HID 

BRITISH SYPHON Industries, 
the engineering, distribution 

and mawirfartnrlng w wnpany 

which has been prevented 
from going private by a large 
minority shar eholder, is to 
seek autho ri ty to buy In some 
of its ordinary shares. 

Mr Bryan Morrell, chair- 
man, denied there was a con- 
tradiction between the resolu- 
tion, which will be put to 
Friday's . annual and 

the fact that British Syphon 
was not paying any dividends. 

Mr Naum Bam Puri and his 
private industrial group Mel- 
ton Medea own 25.05 per cent 
of British Syphon, which they 
have held a management 
buy-out in 1988. Hr Puri 
objected to the original offer 
price and shar e hol d ers 

retained a further 5^ per cent 
of the group's equity. 

Mr Momill said yesterday: 
“We feel that a number of 
shareholders decided not to 
accept the buy-out offer 
because of Mr Puri's promises 
to achieve dividends for them 
and he has failed to do so. We 
thought ft wnnid be a eood 
idea to offer them a UteUne if 
they wanted tt.” 

Mr Pori, meanwhile, has 
accused Mr Hoxzall of painting 
an unduly dark picture of Brit- 
ish Syphon’s position. 

The company, which has 
changed its year-end from 
December 31 to August 31, 
made £L24m before tax in the 
eight-month, period to the end 
of last August, against £5Jtim 
in the. whole of 1988, and has 
written off £22£m below the 
line as a provision against the 
possible sale of its loss-making 
paper MMni farii iri i ig business. 

Since the . year-end, the . 
group has sold its paper mer- 

f-hnntiny nppq -nti«nw a* a profit 

of £10. lm which will be 
included In the 1989-90 
accounts. 

The auditors qualified the 
report an the 1988-89 accounts 
on the grounds that they no 
longer bad access to the finan- 
cial records of that business, 
and becanse group companies 
had not carried out stock-tak- 
ing at end-August. 


A lesson in mutual frustration 

Andrew Hill on buy-out plans muddied' by minority holders 

— . • ■ ^ — »■ i irmQp. But Mr . 




M R ANDREW Lloyd 
Webber and Mr 
Bryan Morrall do not 
have much in common. 

One is a multi-millionaire 
composer of musicals per- 
formed all over'the world while 
the other Is chairman of a 
small distribution, cn ginaarhig 

and manufacturing company 
based in WDmslow, Cheshire. 

However, within the - last 18 
months both, men have led 
buy-outs af public companies 
- Really Useful Group (RUG) 
and British Syphon Industries 
respectively - and both have 
seen their dear pbma muddled 
by minority shareholders. 

Last week Mr Robert Holmes 
d Court, the Australian finan- 
cier, sta rted building up a 
stake in RUG, in spite of the 
fact that the vehicle for Mr 
Lfoyd Webber's £77. 4m buy-out 
already controls more than 80 
per cent of the public com- 
pany. Mr Holmes & Court has 
yet to declare his intentions, 
but the move has puzzled 
investment bankers advising 
the composer. 

Mr Morrall’s Hilp-mma is 
slightly thornier. In October 
1968, British Syphon joined a 
clutch of public companies 
planning to go private, but Mr 
Nathu Ram Pun, who heads 
the private industrial group 
Melton Medes, objected to the 
155p per share buy-out price. 
Nearly 18 months later, Mr 
Purl is «hii a shareholder and 
British Syphon, which will 
hold its 65th annual meeting 
an Friday, is still a listed com- 
pany. 

Mr Puri acted fast after Brit- 
ish Syphon announced the 
buy-out: between November 
law and . February 1989 he. and 
Melton MedesUfted their stake 
from less than 5 per- cent to 

just over 25 per cent 

That was the crucial point. 
Although Britannia, the man- 
agement vehicle lied -by Mr 
Morrell and backed by Bankers 
-Trust International, was able 
to declare its bid uncondi- 
tional, It has not been able to 
■remove British Syphon’s stock 
market listing, which requires 
a 75 per cent voteTin favour.' 

At the ’same time. Bankers 
Trust canno t secure the senior 

bmnfa nn 1 ^ BrltMi 

Syphon, because -full owner- 
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Bryan Morrall (left) and Andrew Lloyd Webber - facing the 
lmiaii* over a buy-out dilemma . ■ 


whip of the business ha s not 
passed to the buy-out team. 
Britannia, in turn, cannot 
claim tax relief cm its interest 
payments to Bankers Trust 

A further complication is the 
continuing Involvement of 
between 100 and 200 investors 
— mostly Individuals — w ho 
hold about 5J6 per cent of Brit- 
ish Syphon's equity. The Com- 
panies Act allows a bidder to 
mon up outstanding shares - 
compulsorily If it wins control 
of more than 90 per cent erf the 
equity it does not already own. 
Mr Puri’s resistance has pre- 
vented Britannia from buying 
those minority holding s. 

That does not seem to bother 
Mr MarraDL He says the exis- 
tence of a 30 per cent minority 
must have saved Britannia a 
few minton pounds in interest 
.payments. He sdmHs that Brit- 
ish Syphon has suffered from a 
downturn in its paper manu- 
facturing business, which it 
now wants to sell, but says Bri- 
tannia itsdf-fs-not going down. 
In spite of the outstanding 
loans. Indeed, Bankers Trust 

ted flnnng ii wmfHwiHt fa tho 

buy-out -vehicle- to back a «_nn 
purchase made independently 
of British Syphon in February. 

“We did the buy-out on the 
tenia that our paper -making 
interests were : going to make 
some money: they made hor- 
rendous losses - but we shall 
survive," says- Mr MorralL Mr 
Puri, dafam. in tom, that be is 
perfectly able to finance his 
stake to the group. 


Minority shareholder resis- 
tance is not a new feature of 
management buy-outs. In 1988, 
Glass Glover, the fres h fruit 
growe r and distribution group, 
faced the possibility of Scottish 
Amicable, an institution with a 
ID ner stake, remaining as 
a minority holder. I^te Mr 
Puri, Scottish' Amicable 
objected to the buy-out price, 
but, nwiiha him, eventually 
sold. 

As long ago as 1985, Moling’ 
management tried to secure 
acceptance of its buy-out offer 
by using a scheme of arrange- 
ment - a legal instrument 
which re q uires only 75 per cent 
of the shares to be voted in 
favour of the bid for 100 per 

cent of the company to pass to 
the bidder. But only 72 per cent 
erf the shares in the cigarette 
machinery company were 
voted in favour of the offer. 

Hie importance of the 75 per 
cost threshold is one reason 
why -observers - Including 
British Syphon’s Mr Morrall - 
are battled by Mr Holmes 9 
Court's strategy at RUG. Mr 
Uoyd Webber owned or had 
received irrevocable accep- 
tances representing more than 
75 per cent of the shares before 
the Australian’s stake-building 
came to fight 

Unusually, due to a Compa- 
nies Act technicality, Mr 
Holmes & Court could prevent 
compulsory purchase of the 
outstanding shares if he owned 
more than 6 per cent of the 


group. But Mr Lloyd Webber, 
tike Britannia, is not intending 
to pay dividends on RUG 
shares after the offer closes 
and would have no reason to 
buy out Mr Holmes k Court 

So without the benefit of div- 
idend income, what do minor- 
ity shareholders In buy-out 
companies get out of their 
investment? 

A trade investor resisting a 
buy-out is in a marginally 
stronger position as a minority 
shareholder than an institution 
because he can try to make a 
deal with the majority share- 
holders. 

Not that frustration or lack 
of success always forces a sale. 
Mr Purl, who also has stakes in 
the quoted companies Delaney 
Group and Marling Industries, 
has tittle secret of his 

desire to own British Syphon's 
businesses outright. But an 
attempt to turn the obvious 
stalemate at British Syphon to 
his advantage failed just before 
Christmas, in spite of his sub- 
stantial mino rity holding. 

Mr Purl suggested buying 
out the 82 per cent stake in 
Britannia owned by Mr Morrall 
-and his colleague Mr Christo- 
pher Shaw and then m a kin g an 
offer, through Britannia, for 
the minority shareholdings in 
British Syphon, including his 
own stake. He also suggested 
Bankers Trust could convert 
some of its loans into an equity 
stake in British Syphon. How- j$ 
ever, Bankers Trust, which 
owns the remaining 18 per cent 
of Britannia, apparently said it 
preferred to continue backing 
the Minting management. 

“Half of my staff would walk 
out of this business if he [Mr 
Puri] was in control,** adds Mr 
Morrall, matterof-factly. 

Relations between Mr Pori 
and Mr Morrall. cemented by 
18 months of wrangling, range 
from cordial to frosty, but even 
now, each side believes the 
other will eventually be forced 
to give in. It is a lesson in 
mutual frustration which Mr 
Holmes & Court might be 
advised to learn. 

As Mr Puri’s advisers put it 
“They are like two chaps in 
lorries driving down the motor- 
way towards each other some- 
one, some day, has got to pull 
over. We happen to think that 
Puri is in a. larger lorry," 


Growth in UK newspapers helps 


VPI dismisses former 
head of US business 


By Andrew Bolger : V J 

^TRINITY international 
Holdings, the Chester-based 
newspaper publisher and paper 
and packaging manufacturer, 
yesterday reported a 19 per 
cent increase in prefax profits 
to £17.65m in the year to 
December 30. 

Earnings from the group’s 
UK newspapers grew by 40 per 
cent Mr David Snedden, man- 
aging director, said the improv- 
ing local economy and greater 
productivity had helped the 
papers to show continued 




growth. 

For the first nine months of 
the - year papermaking and 
. packaging. produced Satisfac- 
tory growth -in profits. Subse- 
quently ■ margins had come 
under pressure as economic, 
activity . deefined at .'a .time of 
increasing capacity coming cm 
stream within the UK 
industry. 

Trinity said the paper and 
packaging division’s perfor- 
mance in market con- 

ditions would hold tiie key to 


yeartfprog- 
reas fi£ group profits continued 
or whether 1990 became, in 
effect, a year -of oonsoHdathm. 

1 Turnover rose by some 10 
per cent to £H84m and earn- 
ings per share by 25 par cent to 
20.6pi Affaaltftvidendof 4_9p is 
recommended, making a total , 
for the year of 7.2p 
(fip). 

The receipt of SOLSTTm on con- 
version of Trinity's Renters 
shares was s hown as an extraor- 
dinary Ifam- 


‘ By NHdH'Taft • 

i VPI XatOOT. the UK-hased 
; public .'relations consultancy, 
yesterday formally fired Mr 
Don Garter, the founder «i<i 
former head of its New Teak 
proxy solicitation business 
after Mr Carter entered guilty 
pleas to two felony charges of 
grand larceny and income tax 
. evasion in the US. 

Mr Carter resigned from any 
executive role on VPTs board 
earlier this year. This was in 
the wake of an investigation by 
New York State into allega- 
tions that his Carter Organisa- 


tkm te^ pwdflpd bills to clients 
and an eotamihfltinin of his tax 
affairs. VFI acquired the Carter 
Organisation in 1987. 

On Monday, VFI moved to 
suspend Mr Carter from his 
remaining duties at the group. 
These included a non-executive 
directorship and some residual 
cheat responsibilities. 

VPI said yesterday that, 
along with the Carter Organi- 
sation, it was still discussing 
the issue with the state of New 
York with the aim of "bringing 
matters to a conclusion. " 


Woollams builds up 9.3% stake in Yellowhammer I Era profits dive to £631,000 


By Alice Rawathom 

SHARES OF Yellowhammer, 
the advertising agency, yester- 
day rose 6p to 42p on the 
announcement that Woollams 
Moira Gaskin O’Malley, one of 
the third wave* of young Lon- 
don advertising agencies, has 
built up a 9.3 per cent 
holding. 

Woollams, which is privately 
owned, has been buying shares 
in Yellowhammer over the last 
ten days. Mr Howard Fair, 
finance director, said that It 
saw the stake as a “long term 
investment in an undervalued 
company". 


Mr Fair said Woollams 
started to buy the shares when 
it “saw YeUowh&mmer’s share 
price tumbling on the stock 
market". He did not see the 
stake as a platform from which 
to mount a bid at present, but 
he "could not comment" on its 
long term intentions. 

Yellowhammer has been 
bandied about as a bid target 
since December when it 
shocked the City by disclosing 
losses of £150,000 (£911^00 prof- 
its) in the six months to Sep- 
tember 30. Last week. Yellow- 
hammer warned investors that 


it was likely to report a £3.6m 
loss for the full financial year. 

Like many other UK agen- 
cies, the company has suffered 
from the slowdown in the 
advertising market. The mar- 
ket has been bit by the impact 
of high interest rates an con- 
sumer spending and corporate 
profits. This scenario has 
prompted many advertisers to 
reduce their budgets or to can- 
cel campaigns. 

Yellowhammer has also suf- 
fered from the problems of its 
recently established European 
subsidiaries and from tte poor 


performance of some start-up 
companies in the UK. It has 
already announced 40 redun- 
dancies and intends to cut 
costs at its Paris o ffi ce. 

Its share price, which stood 
at 14lp before it announced 
interim losses in December, 
has since fallen steadily. Wool- 
lams began to buy Yellowham- 
mer shares on March 8, 
through Smith New Court, its 
stockbrokers. It has since spent 
about £400,000 an fits 9.3 per 


Woollams has financed the 
Investment from its own 


resources, ft began In business 
in 1987 as one of the third 
wave’ of agencies which broke 
away from the large multina- 
tional marketing services 
groups. Its client list now 
iu d i i dsa Virgin Atlantic, Cfoa- 
Gefgy and AmstracL 
Woollams made a loss in its 
first year but moved into 
(unaudited) pre-tax profits of 
£317,000 on gross income of 
£L4m in the last financial year 
to September 30. ft is expected 
to double profits this year, in 
spite of the dow nt urn In the 
advertising market 


By Nikki Tail 

ERA GROUP, the specialist 
retailer, yesterday revealed 
that pre-tax profits plunged 
from £4£9m to only £831^)00 in 
1989, and that a £3A4m extraor- 
dinary writeoff has left it tedt 

nlcnlty imahlB to pay a fte»l 

dividend. 

Era’s announcement hit 
Tonic screens just 10 minutes 
before the stock market 
readied its Budget day dose. 
No directors were available to 
co m me n t directly cm the fig- 
ures. 

The company's public rela- 
tions advisers, relaying mes- 


sages, said ttet t ha t auditors 
had been working on the fig- 
ures all weekend, but could 
offer no explanation for the 
unexpected timing of the the 
results' release. 

Era's profits are scored on 
total sales of £84.5m (£S73m) 
and come after net interest 
charges of £L75m (£211,000). 
The company also bore excep- 
tional costs of £435^000 above 
the hue, relating to properly 
writedowns and the termina- 
tion of an unspecified product 
ling. 

At the operating level, how- 



Trinity International 
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Menzies seeks partner for US chain 



Profit before tax 


£1 7.7m 


Earnings per share 20.6p 


Ordinary dividend 


7.2p 


+19% 


+25% 


+ 20 % 


By Andrew Bolger 

JOHN MENZIES, the 
Edinburgh-based retail and 
wholesale group, yesterday 
said it was seeking a partner to 
help develop its loss-making 
US chain of 91 Early Learning 
Centres, which sell educational 
books, toys and games. 

MbiwIw! lost t &ftm 0X1 thfl 
«h«in in the six months to 
October 31, on top of the £5£m 
already lost since 1987. The 
chain was expanded rapidly 
from the successful trial inf 
1986 of 10 simps and Menzies 
said many of them are now 


tr ading successfully. 

The company has retained 
the US investment banker Alex 
Brown and Sons to explore a 
number of strategic alterna- 
tives, including a joint venture 
with a US retailer or investor 
group. 

Mr Dermot JenMnson, a 
Mmwiiw director, said *b«* com- 
pany had invested in ware- 
housing and overheads suffi- 
cient to service 150 stores and 
this spare capacity could prove 
attractive to another US 
retailer. 


A partner could also help 
Mami es develop products spe- 
cifically t ailored far the US ami 
own-brand items. 

Mr Jankinsan said that hav- 
ing suffered a great deal of 
pain from the US venture, 
Menzies would be very 
unlikely to want to sell it out- 
righ t, pre ferring to share in 
any future gain. 

It wanted another partner to 
spread the risk and share in 
■investment in the chain, which 
. had proved. popular with up- 
market parents. 


ever, Era breaks down both 
turnover and profits between 
ongoing and discontinued 
operations. On the former 
score, the profits drop is rela- 
tively modest - from £5£5m to 
£4Alm, on sales up from 
£5L7m to £69Bm. On the latter 
- which covers the group’s 
Lexterten furniture business - 
the loss deepens from £839,000 
to £2/43m. 

Era's statement suggested 
that the results from the ongo- 
ing businesses were “highly 
sa t i s fac tory", given the ra n+an t 
high interest rate climate. 

The proposed safe of Lexter- 
ten leads to the £L94m extraor- 
dinary write-off, and this pro- 
duces an attributable loss of 
BMiftm.. Because of the deficit 
on reserves, the company is 
unable to pay a final dividend 
on the ordinary shares or the 
Convertible preference shares, 
ft said it hoped to resume pay- 
ments “at thfi fturllwflt pnmdhlfi 
opportunity". 
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TRANSPORT LINKS WITH THE CONTINENT 

The Financial Times proposes to publish a Survey on the above on 
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lia accordance with the provisions 
of the Bonds, notice b hereby 
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1990. Interest accrued Ear tUe 
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USSljQOO Bond. 
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interest rates bit demand 


By Richard Tomkins, Midlands Correspondent 


*-Vc -I* 


BSG, the Binninghana-based" 
car dealer and components 
group, yesterday reported 
near-static -profits and a dip in- 
earnings per. share for 1989 
after the mixed performance 
reported at the interim stage’ 
deteriorated in the second half. 

Turnover on continuing 
operations rose from £5399m 


sharp fafl.ln used car prices. 

The automotive components 
division saw a good year 'from: 
ite l^feMing companies^ hat: 
sunroof ■ jsnd mirror manufao-i, 
turing'-S offered increases in 
al nmiwirim end p rirog^ anrf . 

there -were, delays in the - 
start-up of the Australian witr-' - 
ror company's contract to sup* . 


to £639.1m but pre-tax profits, ply Ford in the. US. Trading .. 


were steady at £23.4m (£2 3.1m) 
and earnings per share, hit by 
a sharply rising tax charge, fell 
from 8-01p to 7.57p. 

A final dividend of 2.5p is 
recommended, making 3J2p (3p) 
- a 7 per cent increase. 

Mr Tom Cannon, managing 
director, said trading was 
buoyant for the first nine 
months of 1989, but in the final 
quarter the group had been 
unable to avoid the impact of 
high Interest rates on con- 
sumer confidence. 

Meanwhile a capital spend- 
ing programme of £30m had 
taken borrowings up to 35 per 
cent of shareholders’ funds and 
increased the interest charge 
from £23m to £49m. 

The biggest division - 
vehicle distribution »n^ leas- 
ing - increased trading profits 
from £llm to £13J3m. The main 
factor underpinning the 
increase was record UK car 
sales, but this was counter- 
acted in the last quarter by a 


profits in this division rose 
fipnt J £7.em to £7 An. , ' . . 

In J consumer and. special - 
products manufacturing, prof- ■ 
zte rose to £6.7m (£5An). Nurs- 
ery products did well m 7765(1 : 
Germany, but demand turned- - 
down in Australia and the UK. . 

, Meanwhile Rumbold suffered 
delays in the start-up of. its 
contract to supply lavatories . 
for Boeing 737s. . 

Mr Cannon said the current 
year was difficult to read. High 
interest rates were continuing 
to affect BSG ’g markets .and 
the Ford strike had taken its 
toll, but be believed the heavy 
capital spending programme of . 
the past two years would start 
to pay off in the future. 

• COMMENT 

Shares in BSG have lost a 
quarter of their value in the six 
months since the interims. Not 
without reason: BSG was ever 
a jam' tomorrow story,' and 
looks increasingly likely to 
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Benchmark 
boosted by 
banking arm 

A 13 per cent expansion in 
taxable profits was yesterday 
unveiled by Benchmark Group 
in the six months to end-De- 
cember. 

On turnover ahead from 
£l0m to £13, 7m, profits at the 
financial services group 
advanced to £732,000 (£649,000), 
in spite of two of the group's 
three divisions recording a loss 
during the period. 

The jwnlring operation made 
profits of £908,000 and is main- 
taining margins, directors said. 
However, its performance was 
partially offset by the invest- 
ment and stockbroking divi- 
sions which incurred losses of 
£96,000 and £140,000 respec- 
tively. 

A maintained interim divi- 
dend of 0.75p is payable from 
earnings of 0B8p <0.79p) per 20p 
share. • " 


Ferram rises 
to £1.56m 

Ferrum Holdings, which took 
on a new look last year via a 
move from the oil and gas sec- 
tor into engineering, raised its 
profits from £551,000 to £L56m 
pre-tax for 1989. 

Turnover of the continuing 
operations totalled £29.38m 
(£8 .19m restated). Earnings 
worked through at &Slp (397p) 
and shareholders are to receive 
a maiden dividend of Up. 

During the year the GSM 
company, formerly known as 
Floyd Energy, spent some 
£14m on acquisitions and sold, 
or wrote down, the bulk of its 
residual energy interests. 


Third Mile picks 
op in second half 

Third Mile Investment raised 
pre-tax profits by 36 per cent 
from £286,000 to £389,000 in 
1969. 

This represented a sharp 


improvement In the second 
hag, after interim results only 
slightly ahead at £288,364,. 
a gains t £283,390. 

Tax took £79,000 (nil) and 
naming s per 25p shaje name to 

12JBp (li.9p). The recommended 
final dividend is 2.05p for a 
same-again total of 3A3p. There 
was an extraordfnaxy loss of 
£582,000 last time. 


New England 
doubles to £3.1m 

New England Properties, the 
USM-qnoted property trading 
and development group, 
reported taxable profits more 
than doubled to £3.11m in 1989. 

The increase from the previr 
ous year’s £1.51 m came on 
turnover of £4 -84m (£3. 03m), 
and reflected partly a turn- 
round in interest from £106,000 
payahle to £344^)00 receivable. 

Earnings per 5p share 
worked through *at?2J9p r ’^3p? 
and, .as indicated in the. group's 
izxterhn .statement, a single. div- 
idehd of lp (ftSp)^ proposed 
for the year. 

Directors said that net assets 1 
at the year end stood at 
approximately £29. 4m (£26m), 
or 29.5p (26-2p) per share. 


Wace spends £53m 
on specialist printer 

Wace Group is paying an ini- 
tial £5.29m to buy LabelMng, a 
specialist printer providing 
labelling primarily for the food 
Mfiirag iii y market. In the vear 
to December 31 last it made 
pre-tax profits of £865,000 on 
turnover of £4Jfcn. At the same 
date the company had net 
assets of £L3m. 

The initial consideration will 
be satisfied by allotment to. the 
vendors of 448,276 new Wace 
ordinary shares and the bal- 
ance by £399m in cash. The 
vendors will retain the shares 
for at least two years. A fur- 
ther performance-related pay- 
ment up to £2.4m - to be satis- 
fied as to 50 per cent cash and 
50 per cent in Wace shares - 
will be based on a multiple of 
adjusted pre-tax prefits for 1990 
in excess of £800,000. 


DIVIDENDS ANNOUNCED 


-■ • . 


Current 

payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

for 

year 

Total 
last 
■ year 


Benchmark fnl 

0.75 

May 18 

0.75 

- 

1.825 


Brake Bros fln 

3 

July 2 

2.4 

42 

3.4 


BSG Inti fin 

2.5* 

July 2 

2.34 

32 

3 

- 

Cambridge Elect — fln 

7.1 

May 15 

8.7 

1Q.1 

9.35 

_ 


15 

July 2 

nil 

1,5 

nil 


Geest — An 

3 

July 2 

275 

5.75 

5 


HTV fin 

2-5* 

May 23 

39 

2-51 

5 


New Eng'd Prop Sn-fin 

1 

July 2 

D.3 

1 

0.3 


Paterson Zoch mt 

2.05 

May 3 

195 

- 

ae 


Standard Chart -fin 

22.8 

May 18 

225 

35 

35 


Trinity Inti fln 

4.9 

Apr 27 

49 

79 

6 


Dividends shown pence per share net except where otherwise stated. 
‘Equivalent after allowing for scrip Issue. tOn capital Increased by 
Tights and/or acquisition issues. 5USM stock. SSUnquoted stock. *Third 
market JFor five months ^Carries scrip option. 
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stay that. way. True, only half 
the vehicle distribution divi- 
sion’s profits come from new 
. and used car sales, but most cf 
the group's other activities are - 
dependent either on automo- 
tive sales or on consumer 
spending: generally. Mean- 
while, the vaunted Rumbold 
coqtrgct to supply aircraft. lav- 
atories..- .perhaps the best I 
•hope for an upward profits 1 
surge - looks increasingly 
unlikely to have a significant 
impact this year. None but the 
bold will be looking for much 
over. S25m. leaving earnings 
per share no higher than 19881 b 
8p with the tax charge now at 
35 per cent. At yesterday’s 
61 %;; , however, the meagre p/e 
mnlfinle of 7.5 is paying scant 
regard to the stake held by Sir 
Ron Brieriey's IEP, now above 
i8 per cent 

River & Merc Amer 

Net' asset value per capital 
share of River & Mercantile 
American Ca p ital and Income 
Trust at February 28 was 
37.53P (30.54p) and 55.21p 
(48.41p) per income share. 
Gross income was £1.24m 
(£1.06m) and earnings per 
Income share were 8:73p 
(7.45pX Final dividend is 2.4p 
making 7^p (Mp). 


abandons UK 
flotation proposal 


market takes toll on HTV 


By Alan Cana 

mcdonnell douglas, the 

US aerospace manufacturer, 
has abandoned plans to float 
the international operations of 
its. Information systems divi- 
sion on the UK stock market. 

Quoting the business climate 
in the UK and the state of the 
British economy as the chief 
reasons, the company said yes- 
terday that it had decided 
against putting Its computer 
services offshoot, McDonnell 
Douglas Information Systems 

TntftrreiHniuil, qq the market. 

Instead, it planned to rear- 
range its c omp uting operations 
outside the US into a single 
company which would function 
as a UK private limited com- 
pany, wholly owned by McDon- 
nell Douglas. 

Financial, taxation and legal 
experts were working an the 
best way to achieve that objec- 
tive, McDonnell Douglas said 
yesterday. 

The new company would 
have considerably greater 
autonomy, operating as a com- 
puting services organisation 
owned by an aerospace group 
rather than an integral part of 
the McDonnell Douglas. Sub- 
sidiaries in France and West 
Germany, for example, would 
report to Loudon rather than 
to the US. 


McDonnell Douglas Informa- 
tion Systems has an income 
worldwide in excess of S400m 
(£247m) and employs some 
3.400 people. The original deci- 
sion to float the company was 
announced in August last year. 

lie UK operation had prog- 
ressed well last year, the com- 
pany said, improving both rev- 
enues (£143m) and pre-tax 
profits (£ 23 .6m) by 10 per cent 
compared with 1988. 

The new organisation will be 
headed by Mr Jerry Caualey, 
British born former head of 
McDonnell Douglas’ US infor- 
mation systems businesses. 


By John Thornhill 

HTV GROUP, the ITV 
franchise holder for Wales 
and the west of England, yes- 
terday reported results for 
the five mouth period to end- 
December reflecting a sharp 
downturn in the advertising 
market 

Pre-tax profits during the 
period were £7.4 lm and came 
on turnover of £71^6m. 

HTV reported advertising 
revenue of £43Jm during the 
five months showing a 
decline of L8 per cent on a 
comparable basis. The com- 
pany claimed this reduction 
was a direct result of the cur- 
rent consumer-based reces- 
sion in the UK and that the 
adverse conditions were con- 


tinuing into the current year. 

Turnover from programme 
sales was also comparatively 
depressed and Mr Patrick 
Dromgoole, chief executive, 
strongly criticised the cur- 
rent process of networking 
programmes on the ITV net- 
work. “The networking sys- 
tem is not satisfactory and 
needs an independent con- 
troller," he claimed. 

The company was able to 
recoup £3. 14m of a £3.5m pro- 
vision it had made last year 
against its business with Qln- 
tex. the financially troubled 
Australian media company 
run by Mr Christopher Skase. 
This “gratifying readjust- 
ment" helped HTV declare a 


dividend of 2.5p for the 
period. Earnings per share 
were 6.91p. 

Sir Melvyn Rosser, chair- 
man, said it was not easy to 
put the period's results in 
context but he added that on 
■in annualised basis pre-tax 
profits could be stated as 
£l7.58m compared with the 
£l4J8m achieved in the year 
to July 31 1988. 

Turnover from HTV’s inter- 
ests in non-advertising busi- 
ness, such as video produc- 
tion. marketing, and fine art. 
amounted to 39 per cent of 
the total during the period. 
HTV reaffirmed Its intention 
to increase this to half the 
total by 1992. 


Planning permission boost for Camford 


camford engineering, 

the motor components group 
which is the subject of a 
yfifl.fen hostile bid from Mar- 
kheath Securities, lias been 
granted conditional planning 
permission to develop a Hert- 
fordshire site which may yield 
a profit over book of £22m, 
writes David Owen. 

The company last valued the 
proposed development at £26m 
net of costs, against a book 
value of £3Am. It described the 


announcement as a “signifi- 
cant step forward” and prom- 
ised to send shareholders a 
“formal assessment" of its 
asset value. 

The permission has been 
granted subject to the success- 
ful negotiation of a section 52 
agreement by the parties 
involved in the development at 
Argyle Way in Stevenage. One 
of these is British Aerospace, 
which owns land north and 
west of the Camford site. The 


development would entail that 
a form of land swap he entered 
into by the two companies. 

Markheath responded to the 
announcement by saying that 
it was “pleased" that progress 
had been made but was “par- 
ticularly concerned" that a site 
exchange was necessary. 

“Markheath believes that 
Camford should disclose full 
details of the planning 
approval", it said. 

The group, the UK invest- 


ment vehicle of Adelaide 
Steamship, the Australian 
industrial and retailing con- 
glomerate, has accumulated a 
2996 per cent stake in Camford 
over a two-year period. 

Camford, which last week 
unveiled a 38 per cent increase 
in its Interim dividend, said 
Markheath’s “attempts to 
worry shareholders” should be 
ignored. The company's shares 
closed unchanged at 323p - 
still 18p above the hid level. 


Record results 
for twelve 
consecutive years 


1989 income before income taxes up 33% to $290 million 


1989 fully diluted earnings jper share up 14% to 29.0c 


1989 total assets up 26% to $2.9 billion 


1989 shareholders equity up 97% to $1.1 billion 




The world’s number one in electronic security protection and vehicle auctions. 


For a copy of the 1989 Annual Report, apply to: Prospect House, The Broadway, Famham Common, Slough, SL2 3PQ. 
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Modest rise to £11.65m 
for Paterson Zochonis 


By Vanessa Houlder 

A RISE In Investment income 
helped Paterson Zochonis, the 
trader and manufacturer of toi- 
letries and detergents, unveil a 
6.7 per cent rise In pre-tax prof- 
its front £l0.92m to £ll.65m for 
the six months to November 
30. 

Turnover of the group, 
which owns Cussons, the 
maker of Imperial Leather 
soap, increased to £lQ5.40m 
(£104 .99m). 

The company said it expec- 
ted similar profits in the sec- 
ond half, provided that there 
were no major exchange rate 
movements. 

Investment income of £S.43m 
(£7.<J2m), less interest payable 
or £&58m (£2. 73m), helped off- 
set a small decline in operating 
profits from £4J57m to £<L8m. 


The share of profits of related 
companies in Nigeria increased 
from £1 J6ra to £2m. 

The results of Its Nigerian 
companies were hampered by a 
13 per cent Call in the naira by 
the end of February. In spite of 
pressures on consumer 
demand from inflation and 
stringent credit controls, they 
made a S per cent volume gain 
and maintained margins. 

Paterson said its prospects in 
Nigeria were dependent on the 
economy, about which it was 
cautiously op timis tic; 

Gains in the UK and Austra- 
lia offset the cost of expansion 
in south east Asia. Paterson is 
increasing its marketing and 
sales effort in Indonesia. Thai- 
land, Singapore, Malaysia anti 
Hong Kong. 


Paterson has been shipping 
its soaps and detergents into 
eastern Europe and the Soviet 
Union over the past six 
months, although it has no 
plans to manufacture in these 
countries. 

Some 70 per cent of the com- 
pany’s investments are in ster- 
ling deposits with the balance 
split between coreency depos- 
its and equities. Paterson said 
that it continued to be inter- 
ested in acquisitions fin conti- 
nental Europe and south east 
Asia, although it remained 
reluctant to pay extravagant 
prices, according to Mr Alan 
Whittaker, financial director. 

An interim dividend of 2.05p 
is declared, payable from earn- 
ings per share increased from 
13-81p to 14.78p. 


Brake Bros maintains strong 
progress with 22% advance 


BRAKE BROS, a specialist 
supplier of frozen fooa to the 
catering industry, continued to 
progress strongly through the 
second six months and for the 
full 1989 year increased profits 
by 22 per cent to £lL75m pre- 
tax. 

Turnover expanded from 
£124. 78m to £l45J5m and from 
earnings of I6.9p <14p) share- 
holders receive a final dividend 


of 3p making a 4.2p (3.4p) 
total. 

Directors said that opportu- 
nities for organic growth 
remained good and that addi- 
tional depot facilities were due 
to be added in the eastern and 
western divisions. 

A new food preparation too- 
to ry was expected to be com- 
pleted in Kent later this 
year. 


The balance sheet continued 
to be strong and opportunities 
for expansion in the food ser- 
vice sector of the catering- mar- 
ket were under active consider- 
ation. 

In the current year, they 
considered the present level of 
trading to be satisfactory. 

Profits have risen steadily 
each year from the £2. 74m 
returned for 1985. 
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Vehicle Contract Hire 
— structured for stability. 


North 

Hylion Rood, Sunderland SK4 7BA 
Tel: it»l) 510 0494 Fa* (091) 514 4124 

187 Broad Street, Birmingham B15 l ED 
Tel: (021) 632 4222 Fa* (021) 643 9034 
South 

2B Buckingham Avenue, Slough SL1 4NB 
TeL (0753) 22991 Fa* (0753) 34553 


This notice ts issued fn compliance with the lequhements of the Coundl afTha Interna dona! Stock Exchange of 
the United Kingdom and die Republic of Ireland Limited (The Stock Exchanger). No shares are being sold la 
connection with dlls Introduction and this notice does not constitute an Invitation many person to subscribe for 
or purchase shares In Argos pk CAnjos*). Application has been made to the Coundl of The Stodk Exchange for up 
to 296,786,066 ordinary shares of lOp each In Argos to be admitted to the Official List (representing the 
maximum number of Argos shares which could bein Issue following the demerger (torn BAT Industries pJLc). It Is 
expected that listing will become effective and that dealings wfll commence on 6th April, 1990. 


ARGOS p I c 

Onaxpo&xcd In England and Wales under the GompantesAa 1985 with reghned Na 2454812) 

Introduction to the Official List 
sponsored by 
S. G W&rburg St Co. Ltd. 

III! 


Authorised 

£ Number 

40000000 400000000 


SHARE CAPITAL 


ordlrwrv shares of I Op each 


Issued and fully paid 
upto 

£ Number 

29,678,607 296,786066- 


Algos Is the UKS leading catalogue showroom retailer through Is network of 254 traditional showrooms, 
Superstores and Best Sellers. 

listing particulars retail tip to Argos have been circulated in the statistical sendees of Excel Financial Limited. 
Copies of tire listing particulars may be collected during normal business hours up to and Including 23rd March, 
1990 from the Company Announcements Office of TheSrock Exchange. Copies of riieUsdng particulars may also 
be obtained during normal business hours up to and Including 5th April, 1990 from the registered office of Argos 
at Avebury 489-499 Avebury Boulevard, Saxon Gate West, Genual Milton Keynes MK9 2NW and from: 


S. G Warburg et Go. Ud. 
2 Finsbury Avenue 
London EC2M 2 PA 


Rowe fit Pitman Ltd. 
1 Finsbury Awenue 
London EC2M2PA 


). Henry Schroder Mbgg at Ga Limited 
l20Gheapslde 
London EOV6D5 

21st Match, 1990 


Pall Mall 
controls 
23% of 
Laing 
Properties 

By Nikki Taft 

AS THE "phoney war* 1 stage 
In the £44lm bid battle 
between Pall Mall Properties 
and Its target, Laing Proper- 
ties, enters Its final week, 
the predator announced yes- 
terday that it now controlled 
23.1 per cent of Laing’s 
shares. 

It also speaks for 14.9 per 
cent of the Laing convertible 
stock. 

The balk of this is 
accounted for by shares 
owned by Pall Mall, the. 
vehicle through which the 
P&O group and Mr Elliott 
Bernerd's privately-owned 
Chelsfield company are xnak- 1 
tog their joint bid. 

Pall Mali holds a 22.9 per 
cent Interest in the ord- 
inary shares and 14.5 per 
cent of the convertible 
stock. 

Bid acceptances remain at 
a very low level - a predict- 
able response given that 
the market is still await- 
ing an up-to-date asset valua- 
tion from Laing Propert- 
ies. 

This is expected during the 
current week, and has to be 
released by Friday at the lat- 
est. Pall Mall will then have 
until the following Friday to 
decide whether it wishes to 
raise its 650p per share cash 
offer. 

In the meantime, the bid- 
der has extended its offer 
until April 2. 


Muted enthusiasm 
for Globe offer of 
Electra shares 
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By Nikki TaR 

INVESTORS IN Globe 
Investment Trust have shown 
only mated gnthncfewpii for the - 
39.2m shares in Electra Invest- - 
meat Trust which were being 
sold to than, by way of rights, 
by Globe. 

The take-up was just 66.4 per : 
cent - covering a total of 26m 
shares. Moreover, just under 
half this number wfll go to rite 
British Coal Pension Funds, 
which hold a 29.9 per cent 
stake in Globe and . had said 
that they would take up their 
entitlement to Electra shares 
in fnH. 

Yesterday, Mr David Hardy, 
Globe’s chairman, attributed 
the result to “that sort of 
market.” 

However, to spite of the tact 
that the share sale was under- 
written, Cazenove, Globe’s 
stockbrokers, smoothly placed 
out the rump at 264p per share. 
As a result, underwriters wOl 
not be required to take up any 


stock. ' I 

Electra' shares, -which, have 
traded perilously ctosfe to the 

S *® 1 " ydi* at whlcfr^they'wwe ] 
offered to- Globe share-! 
ts in : rec? at weeks, 1 
ju mped ftp to 2$p to toe wake ! 
cs yesterday's annonxteemeht. 

. -Globe’ s; holdings frr Electra 
presented 26 per cent: of toe 
latter's share capital and. af 
the sale' price. was worth 

EiGim. .;•./• . . - 

.Globe, which has long-stand- 
fr« links with EfefcrA,’ had sSid 
that it. was sefflng the holding 
because this had become over- 

large to proportion 4o its total 
portfolio, andbecanse Electra’s 
specialism In venture capital' 
investments was -ah expertise, 
which Globe was in girearihigty 
developing itself. 

The funds raised by sale of 
the Electra stake will be rein- 
vested "in accordance with 
Globe's investment 

policy.” . ,* 


Acquisition and placing 
as Glamar changes name 


GLAMAR GROUP has agreed 
to acquire Tele trail, to which 
there have been transferred 
the "business nwrlnrtaWng awl 
certain assets of Response 
Hosiery. 

The consideration is £L5m, 
to be satisfied by toe issue of 
943,396 new Glamar shares. 
The 1 group is also jaming- 


945,000 new shares for. cash. 
These are to be placed by Pan- 
more Gordon 159p per share. 

- Glamar 'is to change its warn* 
to Hartstone Group. The com- 
pany Mtenriafl gin re* 

the Marrih 1989 buy-tn and now 
comprises three divisions cov- 
ering a number of hosiery anrii 
leather goods distribution. 


COMPANY NEWS IN BRIEF 



APFLEYARD plans to seek 
authority to buy in up to 5 per 
cent of its issued ordinary 
shares. It Hm no current plan* 
to exercise such authority. 
ASHLEY GROUP has acquired 
an 80 per cent interest in Star- 
Hex, an established window 
blind maker and distributor 
based in Paris. Consideration 
was FFrX5m (£L61m). Put and 
call options are In place in 
respect of the remaining 20 par 
cent of (ha shares « nd are exer- 
cisable at the e nd of 1992. 
BREWMAKER has acquired 
the assets and business of Sal- 
teriey Grange, a nursing boms 
situated near Cheltenham, for 
£L06m cash. 

CITYBOND STORAGE Ser- 
vices, which joined the Third 
Market to January, plans to 
step up to the USH later Bii« 
year. The group, which pro- 
vides storage facilities for 
tinpodSbaaneiitatioD, will use 
the cash raised to cut borrow- 
ings and finance further expan- 
sion. 

CROSSROADS OIL has pur- 
chased a 4A per cent working 
interest and an overriding roy- 
alty interest of 0.38 per emit to 
the Hunterberry n well and 
about 5^X)0 associated acres to 
a development deep drilling 
programme to the Grasse Isle 
Field in Vermilion Parish, 
Louisiana. Consideration satis- 
fied by issue to vendors of 
873*130 new ordinary shares at 
an agreed valuation of £436,765 
or 50p per share. 

GREAT PORTLAND Estates 
has paid £5.3m cash for Tot- 
field Holdings. The company’s 
sole asset is Totfield House, 
mainly offices with car parking 
facilities, situated cm the cor- 
ner of Tottenham Street and 
Whitfield Street, London. 
INTERNATIONAL CITY: York 
Trust has received acceptances 
of its taler in respect of about 
90 per cent of International’s 
ordinary shares. The offers for 
the ordinary and preference 
shares has been extended until 

Ma rch 27. 

KEWILL SYSTEMS is to pay 
up to DM22Llm (£&4m) to cash 
and shares for HAN Dataport, 
a Cad-Cam software systems 
group which operates in West 
Germany, Austria and Switzer- 
land. 

MAKLEY has disposed of its 50 
per cent stake In associate 


TuOerles Marley-Betopan, a 
manufacturer of concrete roof 
toes from six plants in France. 
Purchaser, -for FFrlTm C£L8m> 
cash, was Ftoazudere Etemit, 
Mariey’s existing partner in 
the business. 

MBS ha s acquired the business 
of VISIsy stems, a specialist 
systems house to toe automo- 
tive industry, for a total con- 
sideration m>t exceeding £2Am. 
An initial £750,000 cash wOl be. 
paid at completion an March 
30. A further «mh sum will he 
paid on March SO 1991 Of not 
more than the aggregate of net 
tan gible assets pins a premium 
of £100.000. A further profit-re- 
lated consideration may 
become due on March 30 1992 
or 1993. 

METRO RADIO: Acquisition 
discussions with Hiffia Ffitflf 
have-ended without agreement 
being reached. . 

NEEPSEND is acquiring 
Hyihuir a mahr of thud han- 
dling systems for dealing with 
highly viscous fluids, for- a 
maximum £X.4m, comprising 
the Issue of art Inttl al 1 SBm 
shares (£937,000) and £130,000 
loan notes; the £500,000 
deferred element will be in 
cash. Of the share consider- 
ation, L09m have been placed 
to raise £557,000 fin: the ven- 
dors; the company has also 
placed 1.82m shares to raise 
£927.000. 

NSM says acceptances for the 
rights issue totalled 44.7m 
shares (752 per cent). 

OCEAN GROUP has strength- 
ened its position in the US cus- 
toms brokerage and apparel 
markets via three Florida- 
based acquisitions for a total 
S6Am (about £4nti. 
PLASnSEALis transferring 
its principal business of manu- 
facturing. selling and distribu- 
tion of uPVC replacement wire : 
dows into a new subsidiary, 
Plactiseal uPVC. 

REFLEX has acquired a 61 per 
cent interest to Computer Hire, 
a newly-formed company 
engaged in the short-term 
rental of computer equipment 
Computer Hire has bought the 
short-term rental business of 
CLF Yeoman for £495,000, 
financed by Reflex. 

SYLTONE has sold its 50.5 per 
cent holding In Autovend, a 
distributor of forecourt refuell- 
ing equipment, to Petro Vend 
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The Financial Times proposes to publish this 
survey on: 

23rd May 1990 

For a full editorial synopsis and advertisement 
details, please contact: 

Jonathan Wallis 
on 01-873 3565 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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of the US for $600,000 
TEX HOLDINGS has, via its 
AK P rarfwfm MmiliBng ft sub- 
sidiary, acquired the plastic 
tojarfinq Tn flHlrffnfi - business df 
Faraheda for £245,000. 

TULLOW OIL is buying Piet 
Petroleum’s 30 per cent net 
profits Interest on Tallow's IS 
per. cent working interest in 
nine .onshore exploration, pro- 
duction. and appraisal licences 
in Yorkshire.- Consideration is 
£315,000 and the issue of 
' »» shares. 

UNITED GUARANTEE has 
acquired from the administra- 
tor of Precision Group the 
assets, business, goodwill and 
trademarks for £265,000 and 
stodk at valuation for about 
£35^00. . 

on**!^ US'* 
overthe-counter market. One 
ADR. is .equivalent to three 
Wace UK shares. Wace also 
announced that in respect erf 
the recommended offer for 
John Green it now owns or has 
received- vaM acceptances for 
6.72m sh ares (99,7 2 per cent). 
WH1TEGATE LEISURE: to a 
major expansion of its tan-pin 
bowling activities the company 
has acquired sites at Burtore 
on-Trent, Rotherham, Perry 
Barr ana a freehold site at 
Shrewsbury -for a total 
£2il5m. 


1992 & BEYOND 


The Financial Times proposes to publish a 
Survey on the above on 

25 JUNE 1990 

For a full editorial synopsis and 
advertisement details, please contact: 

— HE^DB3LKJRZYMlISSIi>r . 
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on 01-873 3699/4823 
or write to them at: 


Number One, Southwark Bridge 
London SE1 9HL. 
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FLy with Arrows to a 


FINANCIAL 


FUTURE 



WE ARE PLEASED TO RECORD THAT ENTRIES FOR 

ARROWS 

‘YOUNG COMPANY OF THE YEAR’ 
1990 AWARDS 

have already surpassed the total readied at toe same stage last year Onoe 
again this event has captured the imagination of the Business Community and 
looks destined for even greater success. Wfe invite you to be part of that success. 

If your company qualifies for entry under die criteria set out below then please 
let us know by sending for tout application package Remember the finalists 
and their guests will fly in champa gne style aboard a specially co mmiss ioned 
Concorde to Nice and th e nce by chartered yacht to Monte Carla A star-studded 
gala di nner will be held in their honour at fee prestigious Hotel 
we will return to London on Concorde die following day. 

June 11th 1990 could be a memorable date fin your company. 

ALL THIS AND. AS LAST YEAR, ENTRY IS FREE 

ARROWS INACTION FOR CHARITY 




^Doyoa qualify? If your ownpany was incorporated between 1974 and 1936 
and has an annual turnover in excess of £1.000,000. we invite you to seek the 
recognition your company deserves. Please send for your application package ■ 


.Position. 



I Company ' ' / \ 

•| Address ~ ~ ] 

I Tblephone . ' . TfrW fiu 

[ Nature erf Business. — Contaq ' 

J ARROWS ^mSTED 

^ ^ TRADE FJNANCTBS . ^ lfeleaL ' Arrows Sftl ofitS ®? 41 ^ 




* 


ya, 











■ • '•/' 1 £- 'vV. 

4 ^rty 




4 - ." : ■-■ »r^*- ■ 

•'.-■* -J ? '/tt 

• * ... 

'■■ «-. ."- • « ••■ *«’ A 

’■tel** . ’ : 

L'.'-'-i’ • -.Cfc’: 


■t-.~ 

. . .. 


TECHNOLOGY 


Willi am. Dawkins examines how makere of France’s TGV are working to achieve supremacy in Europe 

Faster than a speeding bullet 

E xcitement is running 
high among -the 
research engineers of 
the SNCF. the French 


Software pirates 
walk the plank 


5V?«« 


i ON- i ) 


E xcitement is running 
high among the 
research engineers of 
the SNCF, tEe French 
rail board, and GEC Aisthom, 
the Franco-British engineering 
group. 

Having pulverised the world 
rail speed record with a GEC 
Alsthom-made Train a Grand 
Vitesse (TGV) Just before 
Christmas, the team has - at 
least unofficially - just broken 
it again, in secret trials on a 
stretch of new line along 
France's Loire valley. 

A shortened version of the 
newly launched TGV- Allan th 
que has been reaching speeds 
of more than SOOkmph, more 
than half as fast as the fastest 
Airbus, and comfortably over 
the December TGV record of 
482.4 kmph. That is still the 
official recoid, say SNCF offi- 
cials, who nevertheless admit 
privately that the test runs 
have broken it handsomely. 
The team were hoping to set 
the new record in public and 
make it official, but have been, 
forced to hold off, probably 
until the end of the summer, to 
allow construction work to 
continue. 

Their efforts are more than a 
sign of the typical French love 
of speed - though Dew people 
can fail to be impressed by the 
beauty of a slender blue and 
^yhite TGV-Atlantlque streak- 
across the French country- 
side. The normal 300 kmph 
operating speed of the TCV-At- 
1 anti que, which opened 
between Paris and Le Mans 
last autumn, makes it the 
world’s fastest commercial 
train, beating Japan’s 30-year- 
old Shinkansen by 60 kmph. 

It is also a sign of the serf- . 
ousness with which, the French 
authorities view the battle for 
technical supremacy In a Euro- 
pean rail network of the 
future, likely to carry 
350 kmph-plus trains with pres- 
sure-sealed cabins, carbon fibre 
brakes and motors able to run 
on different voltages, according 
to the SNCF’s latest research. 

France was the first Euro- 
pean country to open a com- 
mercial long-distance TGV 
line, linking Paris and Lyons 
at 270 kmph in 198L Now GEC 
AJsthom is working with the 
SNCF to sell the advantages of 
their TGV, against West Ger- 
man, Japanese. Italian and 
Swedish competition, just as 
the concept of long-distance 



TGV-Atlantique, the world's fastest c o mm e rci al bain, and tho Tranamanche (inset), due to ran through the Channel Tunnel In 1993 


express trams Is gaining new 
interest among railway author- 
ities across the world. . , , 

“It is more i mp ortant than 
ever that our .technical 
advance be maintained. But 
the purpose is also to show 
that there is a Ug Wen-g in 
between current commercial 
and maximum speed. We do 
not yet know the limits," says 
Michel Olivier, deputy manag- 
ing director of GEC Alsthom's 
transport division, which j 
devotes half of Us FFr 101m 
(£1 bn) . annual turnover to the 
TGV: 

There is a great deal at 
stake. The 12 member states of 
the European Community have 
asked the European Commis- 
sion to draw up plans by the 
end of this year for an EC-wide 
express rail network, using 
19,000 km of existing, updated 
and new which nfUrfala 
believe will require the con- . 
struction of between 400 and 
500 trains In the coming 
decade. At the FFr 75m per 
trainset (two locomotives at 
opposite ends of a line Of eight 
coaches) which the SNCF is 
paying for its latest order from 
GEC Aisthom, that represents 
a market of between FFr 301m 
andFFr87-5bn. 

While the geography of the 
network will be European, the 
trains that run. on it will con- 
tinue to be very different. Hav- 
ing failed so far to persuade its 
German counterpart to co-oper- 
ate cm TGV design, the SNGF 
is investing hard to try to 


ensure that Its version will 
dftwrfwate- Europe’s future rail- 
ways as well as be an attrac- 
tive choice for non-European 
export markets. The SNCF will 
more than double its invest- 
ments on the TGV to 
FFr4&5bh over the next five 
years. This covers equipment, 
new and updated track and 
research - nearly haTf of the 
French rail board’s FFr lOObn 
overall budget for the period. 

Following Spain’s decision 
last year to choose GEC 
Aisthom TGVs for the Madrid- 
Sevffle high speed, line, due to 
ones in 1992, South Korea is 
about to call for tenders for 
what is likely to be a FFr 24bn 
express link between Seoul and 
Pusan, in the south of the 
country. ... - 

Hovering in the wings is 
Canada, where the Govern- 
ment is in the early stages of 
considering a high speed rail 

link between Quebec City and 
.Windsor. Bombardier, the 
Canadian transport group, 
which has the North American 
market' rights for GEC 
Alsthom’s TGV, has been the 
most active. Other contenders 
are Sweden’s Asea Brown Bov- 
eri, whose express train links 
Stockholm and Gothenburg, 
pim the West German Bundes- 
bahn’s experimental Inter City 
Express (ICE), which has man- 
aged 406 kmph and is due to 
enter service in June 199L 
One purpose of the current 
speed trials Is to research -a. 
TGV to run commercially at 


350 kmph. possibly to come 
into service at the second half 
of the in the nearer 

future, the SNCF is at varying 
stages of conception of four 
sub-300 kmph variants. These 
include the so-called TGV 
Reseau, adapted to run on Bel- 
gian and French electrical cur- 
rents, due to link Brussels to 
Marseilles via Paris from 199% 
and the TGV Transmanche, on 
order, for 1993, with more com- 
plicated adaptations for the UK 
system of providing power 
through a third rail, instead of 
from an overhead wire as in 
France, as well as to cope with, 
narrower British tunnels. 

Under study are a light- 
weight double decker, to help 
expand capacity on the Paris- 
Lyon route by 1994: and the 
FBKA, named after the cities it 
will link (Paris, Brussels, 
Cologne and Amsterdam) and 
due to miter service In 1995. 

While members of this new 
generation of TGVs all have 
different specifications, they 
share, certain technical chal- 
lenges. One priority is improv- 
ing aerodynamics to save 
energy, says Francois Locate, 
the SNCF’s chief engineer in 
charge of TGV programmes. As 
speeds rise, power require- 
ments — and hence running 
costs — rise faster. 

Olivier • reckons that a 
350 kmph TGV needs a quarter 
more power than the current 
300 kmph TGV-Atlantique. The 
original 1981 TGVs used the 
equivalent of 2 litres of oil per 


APPOINTMENTS 


FINANCIAL ADVISER 

a FINANCIAL TIMES publication 


Wanted for busy newsdesk on highly regarded 
personal finance weekly. The successful 
applicant will have regional/local newspaper 
experience, a sharp news sense and some 
subbing know-how. 


The successful applicant will have about, two 
years 1 experience, preferably in personal 
finance. On-screen subbing experience is 
preferred but training is available. 

Both positions carry an attractive salary 
and wide range of benefits. 

Apply with full C.V. to Ceri Joses, Editor, 
Financial Adviser, Boundary House, 

91-93 Charterhouse Street, 

London EC1M (HR 


(KTERNATtONAL LEASING SPECIALIST 


A Middle East Bank wishes to establish leasing capability 
through Its London based subsidiary, pnd seeks an experienced 
leasing specialist to be responsible for developing an. 
international portfolio of leasing assets. Knowledge of the 
relevant tax considerations In all mayor OECD jurisdictions te a 
pre-requisite for this appointment A competitive salary together 
with a good benefits package will be provided. 

Detailed C.V. including current salary, 

to Box A7S3, Financial Times, - • 

One Southwark Bridge. London SE1 9HL 
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LICENSING EXECUTIVES SOCIETY 
The Foram for Licensing Professionals 

Are you in any way involved with patents, trade marks, brand 
names, trade secrets, copyright or design? 

If so, the Licensing Executives Society Britain and Ireland 
.(LBS) invites you to join the 6,000 business people worldwide 
cncccnily pmOang by membership of this unique organisation. 

Share their special Kcensing know-how and. considerable hands- 
on experience in all sectors of mtefiectnal property. 

LES, in co-operation with Tho Biolndustxy Association and the 
committee of University Directors of Industrial Liaison, are 
holding two important one-day conferences, details as follows: 

UNIVERSITIES AND INDUSTRY - 5 APRIL 1990 
Developing more profitable business finks 

INNOVATION IN BIOTECHNOLOGY - 6 APRIL 1990 
Protection and Exploitation in the 199Qs 

For further info rma tion on these important conferences phis a 
fill! colour brochure and membership application form. 


TeU 01-397 5141 
Tlx: 929612 
Fax: 01-391 5744 


Secretary: Dr R C Cass 

Borax Research Ltd 
Cox Lane, Cbcssington 
Surrey KT91SJ 


Investment Management Trainee < 
North America 


foreign & Colonial Management Group is one of the oldest, 
investment groups in the City of London with over £3bn under 
management. The Group manages the portfolios of investment ousts, unit 
trusts, pension funds, charities and private clients. 

We arc currently seeking an' investment management trainee to join 
our North American team. Training will involve work on all aspects of 
investment management with particular emphasis on stock selection, arid 
will lead playing an important role in the management of the Group’s 

North American portfolios. 

The ideal candidate will be aged in their eaxly twenties and possess a 
good university degree cm* professional qualification and preferably will 
have gained some experience with a financial institution. 

We offer a generous package including an attractive salary and a full 
range of benefits. Candidates should write, including their curriculum , 
vitae, to C.J.B. Faherty, Administration Director, Foreign & Colonial 
Management limited, 1 Laurence POumney Hill, London EC4R 0BA. . 
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ROYAL BANK OF CANADA 
§§48 EUROPE LIMITED 



passenger per 100 km while the 
TGV-Atlantique managed to 
cut that to L5 litres, mainly 
through its smoother shape. 

The target Lacdte is aiming 
for now is to cut that Anther to 
L2 litres. "We can stQl reduce 
our resistance,” he maintains. 
This compares with the 7 litres 
used by an Airbus on the same 
basis, he maintains. ‘The cost 
of Airbus fuel could pay for all 
our research,” Lacdte jokes. 

Apart from shape of the loco- 
motive and carriages, the 
SNCF is studying the use of 
lightweight materials for the 
double decker TGV. It is nego- 
tiating with GEC Aisthom for a 
train that will be lighter than 
its single deck fore-runner as 
well as 15 per cent to 20 per 
cent per cheaper in terms of 
cost per seat 

Energy can also be saved, 
Lacdte believes, through rede- 
sign of the connecting device 
between the locomotive and 
the overhead wire. The prob- 
lem is to provide a firm regular 
contact against the buffeting 
received at high speeds, while 
at the same time avoiding 
heavy wear on the wire. 

The SNCF is studying the 
use of carbon fibre disk brakes, 
gbwnar to the ones used in Air- 
bus undercarriages, and lighter 
and tougher than the quadru- 
ple steel disks now used- The 
present system - which uses 
the engine for speed control, 
phis disk brakes for Ana? stop- 
ping - brings a TGV-Atianti- 
que from 300 kmph to an emer- 


gency halt in 3.3 km. That 
gives enough of a margin 
between trains for the SNCF to 
run a service every five min- 
utes on the Atlantlque line and 
three minutes on the slower 
Paris-Lyon route. If carbon 
fibre brakes can reduce stop- 
ping speeds, this would allow 
an increase in frequency and 
potential profitability, points 
out Lacdte. 

Apart from better operating 
performance, the big research 
area is comfort A TGV run- 
ning at foil tilt into a tunnel, 
or pawring another in the oppo- 
site direction, creates such a 
shock wave that it can dent its 
own bodywork and make pas- 
sengers’ ears pop at high 
speeds. The West Germans are 
experimenting with aircraft- 
style pressurised cabins, which 
solves the problem well. But it 
is one reason, apart from its 
greater weight mid size, why 
the German ICE costs 20 per 
cent to 30 per cent more than 
the TGV. ‘'The Germans began 
to work on this subject before 
us, but we think their solution 
is too expensive,” said Lacdte. 
The SNCF believes a well-de- 
signed hermetic door seal and 
better aerodynamics should do 
the trick. 

The general theme behind 
the SNCF’s research is to seek 
detailed improvements to the 
basic TGV design, rather than 
to experiment with radical new 
ihm« i uirA magnetic levitation 
(maglev), still seen by some as 
the ultimate in high speed rail 
technology. While Japan is 
examining the possibilities of 
maglev, the SNCF malntalnx it 
threw out that idea 20 years 
ago, after trying out an experi- 
mental line in a Paris suburb. 

Lacdte points out that mag- 
netic levitation cannot improve 
much, at least economically, 
on the speeds the TGV is 
r eaching . Another advantage 
claimed for magnetic rail is 
that it would eliminate servic- 
ing costs for wheels and 
bogeys. But since a mere 5 per 
cent of the SNCF’s servicing 
costs go on wheels, the advan- 
tage would be wiped out many 
times over by the costs of lay- 
ing and maintaining new 
track "It was the failure of our 
experiments with magnetic lev- 
itation that needled us into 
developing the TGV at the out- 
set,” says Lacdte. “Nearly 10 
years later, we still feel we 
have the right formula.” 


TECHNOLOGY MARKET 

■ Save thousands 
of pounds in a matter 
of minutes. 

The Patent Office Search and Advisory Service can check 
over your latest product idea before you spend months 
and thousands of pounds on costly research and develop- 
ment. Our computers are able to tap into a vast amount of 
technical and commercial information in minutes. 

So we can quickly determine technical trends in your 
field, competitive activity, problems and solutions similar 
products had. And most of all, we can prevent you spend- 
ing time on ideas that have no future. Don't waste another 
minute, phone 01-829 6000. 

Or you can write to the Head 
of Marketing and Publicity. The ItdUjLlL 
Patent Office. State House. 66-71 /^VlXT — — 
High Holbom, London WCIR 4TP. \^AIIKJC 
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Company Secretary 
Software 

PRINT YOUR OWN FORMS 

Annual Returns (A363)-AGM Minutes 
Directors Minutes -Statutory Books 
Forms 288, 287, 224, 225(1), 88(2), 123 
Stock T ransfers ■ R esolutions 


SOFTWARE LIMITED 

ROCOCO HOUSE • 281 CITY ROAD • LONDON EC1V 1LA 

Telephone 01-250 1234 

Fax: 01-253 6664 


BIOTECHNOLOGY OR 
PHARMACEUTICAL INDUSTRY. 

Available near Milton Keynes - Biological Production 
Facility - Close to M.l. Freehold 9,000 sq. ft. 

Environmentally controlled Medical or Biological sterile 
manufacturing unit (Class 10,000 clean room) Large 
refrigeration capacity, - offices and warehousing. 

Capability for processing, production, R & D, and 
distribution. 

Rental, Joint-Venture or Sale considered. 

Fax 052527 345. 


S oftware “pirates”. Includ- 
ing some well known and 
highly respected insur- 
ance, b anking and manufac- 
turing firms In Europe, the US 
and Asia, have recently beat 
forced to walk the plank of 
public h umilia tion tn several 

MgMy publicised criminal 

civil law suits, as leading US 
software publishers wage a 
battle to stamp out Illegal 
copying of their products. 

The public embarrassment 
of companies that routinely 
copy computer programs with- 
out licence has succeeded in 
focusing worldwide attention 
upon a practice that costs soft- 
ware publishers an estimated 
$ 2 bn (£l. 2 bn) per year. 

To combat the problem, US 
software publishers have 
developed a new and more 
subtle approach, which they 
hope win encourage corporate 
computer users to become 
“software legal”. 

The Software Publishers 
Association (SPA), an interna- 
tional trade group represent- 
ing leading business, con- 
sumer and education software 
companies. Is offering to con- 
duct “audits” of companies* 
computer software to deter- 
mine whether illegitimate 
copying has occurred. 

The software audits involve 
an analysis of a company's 
computer hard disk directories 
and a review of software pur- 
chase records. When unauthor- 
ised copying is found to have 
occurred, the audited company 
must destroy any pirated soft- 
ware, purchase legitimate 
copies and make a contribu- 
tion to the SPA Copyright Pro- 
tection Fund. 

“When we conduct an SPA 
audit, we find that many cor- 
porate managers are surprised 
about the number and variety 
of application programs in 
use. It is only after we have 
pointed out the legal risks that 
they stand up and take 
notice,” said Mary Jane Saun- 
ders. SPA General Counsel. 

While many corporations 
have written policies against 
s oftwa re piracy, it seems that 
very few check to see what 
so ft w a re is loaded on to their 
personal computers. 

The industry group recently 
announced the suc ce ss f ul com- 
pletion of several corporate 
software audits in the US . 

In keeping with the agree- 
ments that go along with the 
audit procedure, none of the 


companies has been identified 
by SPA, sparing them possibly 
damaging publicity. 

In most cases, software 
audits are conducted as a 
result of Information provided 
to SPA by “whistle blowers". 
The trade group implemented 
a toil-tree telephone hotline In 
the US last Septem ber to 
receive reports about software 
piracy. 

According to SPA, about 20 
calls per day report alleged 
cases of piracy. While some of 
these have resulted in lawsuits 
paid for by the Copyright Pro- 
tection Fund, many suspected 
corporate software pirates 
have opted to be audited 
instead. “We find that compa- 
nies receiving an audit request 
from SPA are co-operative and 
appreciate the chance to get 
legal and stay legal without 
having to go to court," said 
SPA Executive Director Ken 
Wasch. -While we still file suit 
against the worst offenders, 
we are increasingly finding 
ourselves in situations where 
filing a lawsuit is not our first 
preference." 

Fifteen audits are currently 
in progress in the US, the SPA 
said, and the program is about 
to be expanded to the UK. The 
SPA has donated $25,000 to 
the British Federation Against 
Software Theft (FAST), one of 
the most effective groups bat- 
tling software piracy in 
Europe, for the establishment 
of a software piracy hotline 
and corporate audit pro- 
gramme cimtiar to those being 
conducted by SPA In North 
America. 

The audit program will offer 
an alternative to prosecution, 
and a “more dignified way to 
deal with corporate copyright 
infringement," said Bob 
Hayes, FAST chief executive. 

“We are optimistic that 
modest investment in FAST 
will pay large dividends in 
terms of a significant reduc- 
tion in software piracy within 
the UK." said Wasch. 

In addition to the software 
audit programme, the SPA has 
released a “self-audit" kit for 
companies interested in con- 
ducting their own periodic 
inventories of personal com- 
puter applications. The kit is 
available, free of charge, from 
SPA Self-Audit Kit, 1101 Con- 
necticut Ave NW, Suite 901, 
Washington, DC 2003& 

Louise Kehoe 


Planning a Course or 
Conference? 

Why not use a Business Simulation as part of 
your programme? 

The PC C h a l l en ge partnership specialises in 
designing and running simulations for 
management training. 

Send for a Prospectus to: 

PC Challenge, 71a Roaendale Road, 
London 8E21 8EZ 
Tel (01) 670 0357, (OI) 047 6381 
Fax (Ol) 947 6381 


PATENT FOR SALE 

Worldwide Patent for sale - unique car 
display aid. Unit now fully developed and 
entering U.K. marketing and sales phase. 
German TUV approved. Multi million pound 
sales potential. 

Write Box F9655, Financial Times, 

One Southwark Bridge, 

London SE1 9HL 


ELECTRONIC INDUSTRY 

LOOKING FOR NEW PRODUCTS 


TO BUILD AND SELL? 


Substantial sums have been invested to develop a unique 
machine for the electronic assembly market. Product is 
now tested by two blue chip Beta Sites and is ready for 
sale to company requiring manufacturing and sale rights. 

Tel: 01 222 2320 Fax: 01 222 3145 


International Planning & 
Research 

Management Consultants 
Product Planning and Business Strategy 
specialists in Technology. 

Call Mike Kennedy on 0865 62577 to find out 
how we could apply our techniques to sofve 
your problems, or fax on 0865 741996. 


LASER PRINTER PROJECT 

For sale' exclusive rights to programs & technology, 
stock and orderbook tor exceptionally good price/ 
performance Laser printer system. 

Contact R O Anderson 0223 461300 
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COMMODITIES AND AGRICULTURE 


Brazil reprieves 
commodity bodies 


By John Barham in Sao Paulo 


THE BRAZILIAN Coffee 
Institute (IBC) and the Sugar 
and Alcohol Institute (IAA) ate 
to remain in operation for as 
long as six months, in spite of 
a decree ™Hing for their aboli- 
tion as part of the incoming 
Government’s emergency 
reform package. The reprieve 
is intended to ease unrest on 
commodity markets. 

On March 15 President Fer- 
nando Coilor de Mello ordered 
the immediate closure of 23 
government agencies, includ- 
ing the IBC and IAA. The two 
a g p wdes oversaw the produc- 
tion and export of alcohol, 
sugar and coffee. However, 
when- markets reopened on 
Monday after a three day bank 
holiday, operations were 
paralysed because traders 
lacked detailed information on 


how business should proceed 
in the aTwpucp of tire two insti- 
tutes. 

The IBC is expected to con- 
tinue operating normally for a 
further three to six months, 
with existing export regula- 
tions remaining In force. The 
Government is to announce 
within a month which depart- 
ment is to assume the IAA's 
present functions. 

Mr Nelson Marques, an offi- 
cial of the Santos Commercial 
Association, which represents 
the coffee exporters, said: 
“Although these agencies are 
being closed, their directors 
will continue in their jobs, 
awaiting the nomination of a 
receiver to sell off their 
assets.” In addition to direc- 
tors, all IBC staff will continue 
working normally. 


Slow take-up for farm 
diversification grants 

By Bridget Bloom, Agriculture Correspondent 


BRITAIN'S FARMERS have 
been slow to take up grant- 
aided opportunities to diversity 
their fannjng businesses, 
according to statistics released 
by the Ministry of Agriculture. 

Schemes to help farmers 
extend into such non-farming 
activities as recreational and 
leisure activities, farm shops or 
nature trails were launched in 
1387-88 as part of the so-called 
Alure (Alternative Land Use 
and Rural Enterprise) package. 

Alure provided grants of 
some £25m a year of which 
£3m was to be set aside for 
diversification grants and 
about £lm each for feasibility 
Studies wmrltftHng aid 

According to the Ministry 
less than £3m out of total 
allowable grants of some £8m 
have so for been awarded. 

Baroness Trampington, 
junior agriculture minister, 
said last week that more than 
1,500 grants had been awarded 
for diversification. However, 
officials say that there have 
only been 120 awards for feasi- 


bility grants and 17 for market- 
ing grants. Total applications 
in the last two categories were 
only 160 and 37 respectively. 

Successive agriculture minis- 
ters have complained at the 

Inrlr of marlwtfng f «TriTI« among 

Britain’s formers but these fig- 
ures suggest that there is also 
a lack of interest in acquiring 
such skills. 

Officials said that possibly 
the way the grants were given 
was at fault, although all the 
schemes were the subject of 
consultation with farmers’ 
organisations before they were 
introduced. 

All the schemes fond a per- 
centage of farmers* total 
investment In the case of the 
diversification grants for exam- 
ple, the Government pays 25 
per cent of a total investment 
of £35,000. Grants for market 
ing, limited to £2,000 a year for 
individuals and £10,000 for 
groups, are paid on a descend- 
ing scale over three years, 
be ginning with 40 per cent of 
total investment 


WEEKLY METALS PRICES 


Prices from Metal Bulletin (last 
wee k’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, S per 
tonne, in warehouse, 1,750-1,780 
(1,750-1 300). 

BISMUTH: European free 
market min. 9939 per cent $ 
per lb, tonne lots in warehouse, 
4.00430 (sam e). 

CADMIUM: European free 
market min. 993 per cent S 
per lb. in warehouse, 435-430 
(4.40430). 

COBALT: European free 
market 993 per cent $ per lb, 
in war ehous e, 8.100.40 (same). 

MERCURY: European free 
market min. 9939 per cent $ 
per 76 lb flask, in warehouse. 


225-240 (same). 

MOLYBDENUM: European 
free market drummed molyb- 
dic oxide. $ per lb Mo, in ware- 
house, 335335 (330335). 

SELENIUM: European free 
- market m ^ n 993 per rent £ per 
lb, in warehouse, 5.50-6.10 
(same). 

TUNGSTEN ORE: European 
free market standard mfa. 65 
per cent $ per tonne unit (10 
kg) WO, df, 3337 (same). 

VANADIUM: European free 
market min. 96 per cent 6 a lb 
VO, Cif, 3.75430 (3353.75). 

URANIUM: Nnexco 

exchange value, £ per lb, UO, 
9.00 (same). 


April 
launch for 
kookaburra 
silver coin 

By Kenneth Gooding, 

Mining Correspondent 

AUSTRALIA WILL put on sale 
late next month its first legal 
tender silver bullion com, the 
kookaburra. It will complete 
the rfluuUy” of precious met- 
als coins launched since April 
1987 by GoldCorp Australia, 
the state-owned Western Aus- 
tralian organisation. 

Named after Hie popular 
Australian bird with a distinc- 
tive laugh-like call, the new 
coin will contain one troy 
ounce of fine silver at 993 per 
cent purity. 

The design will be changed 
mH 1 ! and the 1990 mintage 
will be restricted to 300,000 
coins, in line with GoldCcrp’s 
new marketing policy. 

The organisation believes 

♦bat if it HwHfas tho nnrnh wn 

minted, the coins can reason- 
ably be expected to develop a 
numismatic or collectors* 
• premium in course wflinr 
♦hail simply reflecting nheng wa 

in the market price of sliver. 

The policy extends to the 
nugget gold bullion coin, firet 
launched in 1987, and the 

Iron la platlnmn b rill i nn wiin 

introduced in September 1988. 
Hr Don Mackay-Coghin, man- 
aging director of GoldCorp, 
said yesterday: “The policy 
has been well-accepted in 
international ™tW« for the 
im p o rt aw if the IhmIm awd we 

had no hesitation in also 
applying it to the kooka- 
burra.** 

The kookaburra's proposed 
mintage of 300,000 coins was 
low by world standards for a 
silver bullion coin, he pointed 
ouL 

• In spite of generally weak 

ivmrHtinna fn Ib« gold h nIHm i 

mj n ynarfajtj the Vienna Phil- 
har m onic gold coin, launched 
on October 10 by the Austrian 
mint, sold 419300 troy ounces 
by the end of 1989, according 
to figures published in Gold 
Review, tire bi-monthly news- 
letter of the World Gold Cotm- 
cJL 

Hr Kerry Tattersall, market- 
ing director of the Austrian 
Mint, said the coin’s success 
had beat helped by a rising 
gold price towards the end of 
last year, which coincided 
with the mountin g of an exten- 
sive advertising campaign by 
the Mint 

Beneficial treatment of coin 
imdar the Austrian tax system 
also helped, ^gnajid. The conn- 
try levies so fax bn legal fen- 
der coins. In addition, until 
the begining of this year, Aus- 
trian citizens had been pre- 
vented from buying foreign 
gdd iwfam. 

Mr Tattersal suggested there 
might be grow ln g Int e rest in 
the coin (ran easte rn Europe 
because of the uncertainties 
there and the precarious posi- 
tion of various local curren- 
cies. 


Peruvian silver min es struggle for survival 

Sally Bowen on efforts to combat the problems of a major foreign exchange earner 


P ERU'S SILVER mines 
are straggling for sur- 
vival. Witt government^ 
pegged exchange rate problems 
and stubbornly low interna- 
tional prices, silver producers 
are looking to d i v er s ity wher- 
ever they can. 

Mining is Pern’s most impor- 
tant sector, with total 1989 pro- 
duction valued at almost 
US$2,400m — almost half erf the 
country's export income, dis- 
counting tiie flHrit coca trade. 
Silver accounts for about 12 
.per cent of that and is the 
country's seventh biggest 
export earner. 

Peru produces about 13 par 
cent of the world’s silver, 
around 65m troy ounces last 
year, a rise of 18 per cent on 
output in 1988, when nearly 
three months’ production was 
lost because of strikes, but still 
below 1987 levels. 

The seve n mines belonging 
to state-owned Centromin 
account for just over 20 per 
cent of all national output, and 
private, US-owned copper giant 
Southern Peru Copper Corpora- 
tion provides another 43 per 
cent Three-fifths of Peru’s sil- 
ver, however, comes from a 
proliferation of mediumeixed 
mines, the most important of 
these grouped in two compa- 
nies — the Hochschfld gr o up 
which owns Areata, Cayiloma 
and Huaron, and the Buenav- 
entura mining company the 
principal of which are 

Orcopampa (almost wholly 
Buenaventura-owned), Uchuc- 

rtiawM awiil J nlwml 

Mr Alberto Benavides, chair- 
man and chief executive of 
Buenaventura, is the doyen of 
Peruvian mining. He is armed 
with an array of projects to 
combat falling company 
income, 90 per cent of which 
currently comes from silver. 
The most important is a 


planned f25m-30m move into 
domestic silver refining by aHd 
pressure oxidation. 

Buenaventura is finalising a 
year-long programme of tests 
in a Lima laboratory, with the 
help of a grant from the World 
Bank’s In ternational Finance 
Corporation, provided through 
their trade development pro- 


jected to cyanidation. While 
the autoclave has been used 
for some years for treatment of 
ore. .Buenaventura believe 
appHcafion of the process to 
high-grade sliver rfmfw rt r a h» « 
- -containing 206300 ounces 
per ton. and up to 400 ounces 


reached 


icecgnu 


hitherto 


jpg costs. “It’s all a matter of 
survival now,” said Mr Luis 
Wrtfthachiid, the chief execu- 
tive. With a pegged exchange 
rate, over the past three 
Tnnnth* Tnhr m g exporters have 
been receiving in local cur- 
rency h«lf what they were get- 
ting before. They must buy 
imported inputs at in “free 


too tomes (recoverable after) 
2.0 



output msmrnnoN in iu$ 

f 

1 

.'■l Output (flna kgs) 

% share 

Centromin 


20.9 

Orcopampa 

162,626 

8.8 

Buenaventura 

139358 

. 7.8 

Areata ■ . 

119,794 

6.5 

Mllpo 

91313 

5.0 

Southern Peru 

■ 83,157 

4.5 

Nor Pent 

81358 

4.4 

Huaron 

74331 

4.1 

Cayiloma . 

72,227 

3l9 

National Total 

1.839^83 



gramme, and tanhrrif-ni advice 
from Dawson Laboratories of 
Utah. The objective is to 
all of til ? gro u p’s cur- 
rent production of around 14m 
ounces (almost a quarter of 
Peru’s total output) to be 
refined inside Peru. At present 
the only major refinery in the 
country is Centramin's at La 
Oroya, 100 miles east of Lima 
up a steep and difficult road. 
Over 40 per cent of Peruvian 
production Is currently 
exported as concentrat e s. 

The new process treats con- 
centrates in an autoclave, a 
sort of vast stainless steel, tita- 
nium-lined pressure cooker. 
The sulphur in the concen- 
trates is oxidised and con- 
verted to sulphuric arid, with 

silver gold Piintalnwl fn 
the residue which is sub- 


unknown. . 

Mr Benavides plana to build 
a pilot refining plant on a 
coastal site south of Lima, with 
prospective firm wring tyom the 
International Finance Corpora- 
tion. The pro cess would enable 
total group production to be 
shipped in one huge bled; cut- 
ting transport and warehous- 
ing costs. Looking ahead, he 
fo resees value-added possibili- 
ties for manufocturing from sil- 
ver refined in Peru - perhaps 
15 per cent silver brazing rods 
or dentists* amalgam, both of 
which are produced locally in 
Venezuela. Opportunities for 
developing the Jewellery mar- 
ket aze also attractive, he says, 
with electrically-refined Peru- 
vian silver superior to Mexi- 
can, which is fired. 

Around fourfifths of Hochs- 
chfld group income comes from 
sDver amf tty company, like 
almost all Peruvian mines at 
present, is not covering operat- 


rate” dollars, but are paid for 
their «*«jv>rta at an "official” 
rate which is much lower. 
Local costs have risen sharply 
with 30 per cent a month Infla- 
tion <2,775 per cent total last 
year), and hank loans for work- 
ing ca pital are ‘fonpasfdhle’* at 
over 40 per cent a month. 

‘ HnrharfiiM in ve s ted around 
$15m in 1986 to take its Areata 
silver mine to lower levels, 
where -there are good zinc 
deposits. Exploiting zinc and 
lead rather than silver kept 
Areata paying its way last year 
while the Buenaventura group 
turned in official losses of 13 
per cent and even the 
high-grade Orcopampa mine 
lost 7 per cent over the previ- 
ous year, itself a poor one. 

MHpo, Peru's leading private 
lead producer and third In the 
1989 private gfrie producers’ 
league table, tells a similar 
tale. While sDver was the com- 
pany's principal source of 


- ill 


income back in the high-price 
good old days of 1981/32, last 
year half its earnings came 
from zinc, a third from lead 
and less than 20 per cent from 
silver. 

While Hochschfld says it has 
halted all exploration, MUpo 
continue with a joint cupper 
and precious metals venture 
with Southern Peru near the 
Cuaione copper mine in the 
southern Peruvian province of 
Arequipa. They are also pros- 
pecting for gold near the fron- 
tier with Chile. And Buenaven- 
tura has linked up with the 
French mining giant Bureau de 
Recherches Geologiques et 
Minieres on a variety of pro- 
jects. One already operating is 
the Miners Shila $7 Am gold 
fimf silver concentrator in Are 
quips; another Involves pros- 
pecting for gold in the north- 
ern Andean region at 
Cajamarca, 400 miles from 
Lima, jointly with Newmont 
Mining of Denver, Colorado. 
Newmont is thought to be the 
only American co m pa n y apart 
from Southern Peru that is 
directly investing in Peru. 

Peru will have a change of 
gov e rnment on July 28. All the 
i u«H*v»Hnfns are that the next 
five years will belong to the 
Democratic Front, champions 
of the free market economy, 
eager to reestablish interna- 
tional financial relationships 
and certain to encourage for- 
eign It promises a “realistic’* # 
exchange rate and favourable 
import tariffs far the mining 
sector, considered to be “the 
great lever to get development 
going.” 

And with estimated pros- 
pecting potential of 86m hect- 
ares and only 13 per cent of 
that currently exploited, Peru’s 
mining future, whether in sil- 
ver or other metals, should be 
secure. 


European aluminium demand forecast to stay high 


By Konrath Gooding, Mining Correspondent 

sumption would rise by only. 


BOTH PRODUCTION and 
consumption of primary alu- 
minium m western Europe last 
year reached record levels, 
according to the European Ato- 
minfum Association. 

The association suggests 
that demand will remain at 
about the sama high level this 
year — or even increase. On 
the production front, facilities 
are already straining at the 
seams and no additional 
capacity is planned for 1990. 

The im plica tion is that 

Imports of primar y al TTmtnfiim 

to western 'Europe can be 
expected to rise again this 
year. 

According to the associa- 
tion’s estimates, consumption 
of primary aluminium last 
year was 4.45m tonnes, an 
increase of nearly 33 per cent 
on the 4303m for 1988. This 
was well ahead of the associa- 
tion’s forecast, made mid-way 
through last year, that con- 


about 1 per cad in 1989 from 
the 1988 level. 

The association suggests 
that over the next five years 

domain! for p rimary alTimln . 

ium will grow in western 
Europe by an annual 2 per 
cent and nearly all the 
growth will have to be met by 
imports. 

Meanwhile, p rod u ct i on of 
primary aim/iinnim in western 
Europe last year rose by only 
23 per ^cent, from . 9.488m 
fnrmpw in 1988 tb. S3fan forihes. 

Countries monitored. 7 by 
association include ‘Austria, 
France, Greece, Iceland, Italy, 
the Netherlands, Norway, 
Spain, Sweden, Switzerland, 
West Germany and the UK. 
Yugoslavia is also monitored 
but Its statistics are not 
included In the totals given 
above. 

The association suggests 
that western world primary 



1966 1967 1968 1969 


aluminium production' and 1 
consumption should remain 
“fairly balanced** this year. 

S points out that at the end 
of December repented stocks of 
the m etal were the lowest in 
terms of working days for at 
least 20 years. Thera was 46 


days supply reported compared 
with 48 days at -the end of 
1988. 

Western world (inrinfliwg 
Yugoslavia) consumption of 
primary aluminium in 1989 
moved up from 1435m tonnes 
to 14.479m tnwnas while pro- 
duction jumped from 1338m 
tonnes to 14445m tonnes. 

9 'Dubai Aluminium fiwwp my 
(Dubai) increased output to 
168,028- tonnes In 1989 from 
.163,445 tonnes the year before, 

. .^.TT T?i"r T**j H *r 

’Tbe^^ant, hi 1 JebeT AE, is 
Ifelttg. expanded to increase 
output capacity by 40 per cant 
to 235,000 tonnes by March 
,198L 

The Dubai Government owns 
80 per cent of the plant, with 
the rest shared by US, 
J apane se and local companies. 

The aimnai report more 
than 60 per cent of Dubai's out- 
put was arid to Japan in 1989, 


with about 73 per cent going 
to Taiwan and 7.4 per cent to 
the US. 

• Ormet Corporation said it 
will begin shutting down one 
of six pntiinM at its Hannibal 
aluminium smelter in Ohio 
because of uncertain market 
conditions, Reuter reports. 

The smelter has a capacity of 
274300 short tons per year. 

“Low market prices for 
primary aluminum and high 
raw materials coats, such as 
the cost of whnwiwfl (aimnln- 
. ium. oxide), have made it diffi- 
cult to maintain adequate prof- 
itability: for .the last few 
months,” said Mr Wayne 
Smith, vice president of reduc- 
tion operations. 

"With an eye toward the 
expiration of the current 
labour agreement and the pos- 
sibility of a work stoppage on 
June 1,” Mr Smith said, “we 
believe it is prudent to reduce 
production now.” 


WORLD COMMODITIES PRICES 


MARKET REPORT 

GOLD moved back below $400 
an ounce in London yesterday, 
reflecting the firming of the dollar 
on US February consumer price 
inflation data (up by 0.5 per cent, 
higher than expected) and the 
lower early trend on New York's 
Com ex. By midsession the Comex 
April contract had lost nearly $6 
to $396 an ounce on fresh 
liquidation by commission houses. 
Analysts said the selling pressure 
may have been exaggerated in 
a market empty of bulk buyers. 
London robusta coffee prices 
recovered some of Monday's 
losses, encouraged by an early 
rally in foe New York arabica 
market "The market is trying to 

London Markets 


SPOT MAMKira 

crod* oM (persons! FOB) 


+ or- 

Oufael 

Sl5£54.3Sy 

-.130 

Brent Blond 

SI8.0r-tJ.l3y 

-.125 

W.T.L (1 pm esq 

S19.97-9.99y 

-.155 

OS products 



(NWE prompt delivery por tonne CtFj 

+ or- 

Premium Gasob no 

9213-214 


Gas on 

5139.160 


Heavy Fuel Oil 

980-82 

-2 

Napwha 

9)69-168 

-3 

Pecro/sum Argua Estimates 


OSter 


+ or - 

OoW (per tray az)+ 

938640 

-445 

Silver (per tray o4+ 

510c 

-8 

Platinum (por troy or) 

5500.75 

-2.75 

Palladium (per tray oz) 

$13035 

-1.15 ‘ 

Aluminium (tree marital) 

91999 

-50 

Copper (US Producer) 

I33UC 

♦ 1 

Lead (US Producer) 

S05c 

+5 

Mchsl ffrno marftotj 

470c 

+ 5 

Tm IKualo Lumpur market) I830r 

■0.14 

Tin (Now York) 

295c 

+ 1 

Zinc (US Prime Western) 

80t|C 

+2V 

CmHe (live welflWJT 

m.oQp 


Sheep (dead wolghtjr 

22448P 


Pigs (live wfttgM)t 

9B.10p 


London daHy sugar (raw) 

S3S24w 

-14 

London dally sugar (white) S455Ser 

+ 1.5 

Tom end Lyle export prko OS?. 5 

-24 

Barley (English tood) 

£111.5 


Malzo (US No. 3 yellow) 

£ 130.75V 


Wheat (US Dark Nonhom) 

£1331 


Rubber (Apr)<9 

SOTSp 

+0l25 

Rubber (MayflP 

57 J Op 

+025 

Rubber (KL RSS No 1 Apr) 223.0m 

+24 

Coconut all I Philippines)? 

S377.5W 

-25 

Palm OH (Malaysian)* 

9277.5 


Copra (Philippines^ 

92S24y 

-24 

Soyabeans (US) 

£189 


Cotton “A* index 

7965C 


waoftopa (64s Super) 

576p 



G a Mono unless otherwise stated, p-penea/Lg. 
c-ccrrts/lb. r-ringgit/kg. x-Fob/Mor. t-Mar/Apr. 
v-AprsJun. wApr/M«y. z-Apr y-fctay. tUeat Com- 
mission morose tawoeh puce*. • change tram 
a week age. ^London physical market SCtF 

Rotterdam. + Bullion market dose. m-Maby- 
•tan eants/kg. 


recoup after realising that 
Brazilian exporters are not rushing 
to sell," one dealer said. Cocoa 
prices were easier In London, 
and falling in morning trading in 
New York. Speculation that foe 
upcoming International Cocoa 
Organisation meeting would prove 
fruitless inspired bearish 
sentiment On foe LME lead prices 
continued Monday’s retreat; 
however, foe premium for cash 
metal over three-month widened 
to £149 a tonne from Monday's 
£136.50. In Chicago soybeans were 
easier by midsession after foe 
funds that ied foe market rally 
on Monday turned sellers. 

Compiled from Reuter 



- Lead 

□a wax 

^ per toons) 

flew 

Gloss 

Previous 

High/Low 

May 

35140 

303X0 

35420 349.00 

Aug 

351.40 

353.00 

354.60 34940 

Oct 

339.40 

34IXO 

342.40 33820 

Oec 

336.00 

yyiTO 

886X0 329X0 

Mar 

313.00 

313.00 

31840 311X0 

May 

312X0 

311.00 

314X0 308X0 

Aug 

30800 

908.60 

311.00 

WWte 

Ctoso 

Previous 

Hlgh/Low 

May 

4615 

451.S 

452X 4285 

Aug 

4490 

44910 

460X 418X 

Oct 

419.0 

4189 

41BX 4180 

Osc 

403.0 

401.5 

403X 401.5 

Msr 

397.0 

30C.5 

387X 

May 

395-5 

3980 

3985 3940 

Aug 

394.0 

3S6X 

395X3980 


Turnover Row 3816 (3621}>ota of 80 tonnes. 
White 1914 (ilia) 

Peris- White (FFr per tonne); May 2886, AU0 
2984. Oct 2420, Ok 2348, Her 2329. Miy 2329 
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Latest 

Prsvious 

HlgMUe 

uay 

1803 

1824 

1833 1808 

Jun 

1823 

1841 

1848 1823 

Jul 

1844 

1847 

1853 1844 

ffC Index 

1827 

1882 

1827 


Turnover 5570 (8388) 


Sfemne 


latest Preview High/Low 


Apr 157.75 1S7.7B 158.75 15725 

May 154.25 158.75 15800 15X60 

Jun 15X30 153.00 184.79 15X00 

Jo I 154.75 15450 165.60 154-50 

Aug 157 JO 157 JO 157.60 158.00 

Turnover 5082 (7004)toti of 100 tamos 


Liverpoo l - Spot end shipment sates tor tits 
week ended March 16 amounted to 785 
tames against 540 tonnes to the previous 
wodk. Trading was of a tolrty high quantity 
whh various catmtriw Involved indutBng 
Israeli, West African ind Mexican. 


JUTS 

C and f Dundee: BTC 8590, BWC 3810, STD 
SStffl. BWD 5563: c and f Antwerp: BTC 5303. 
BWC 5585, STD $540: &VYD 8930. 


COCOA 

- Lana 

lee POX 
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Close 

Previous 

Htgh/Low 

Msr 

884 

687 

692 683 

May 

ear 

702 

708 685 

Jut 

710 

714 

720 708 

Sep 

734 

729 

733 722 

Deo 

748 

752 

788 748 

Msr 

772 

775 

781 789 

Msy 

786 

780 

785 784 


Turno ver: 4187 (7883) lots of 10 tames 
>CCO taflestor prices (SDRs par tonne). Daffy 
price tor Mar 10 82783 (857.41) 10 day swaps 
tor Msr 2D 8SaOO (35499) 


co pm 

Ml - ta 

dee POX 

E/tama 


doss 

Previous 

MghfUra 

Mar 

694 

875 

697 670 

Msy 

707 

689 

708 680 

Jul 

877 

654 

881 847 

Ssp 

687 

872 

689 680 

Nov 

009 

084 

700 671 

Jan 

718 

685 

718 88S 

Mar 

731 

716 

718 710 


turnover; 4916 (8484) lots of 5 tonnes 
ICO Indicator prices (U8 cents per pound) tor 
Mer 19: Comp, dotty 71.42 (7440). IS day aver- 
ago 7621 (782a) 



Ctoso 

Previous 

WgWLow 

Apr 

10QX 

152X 

wax 1440 

Msy 

1840 

1840 

16&0 176.8 

Nov 

99.0 

99X 



Turnover 418 (829) lets of 40 tonn es . 
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Close 


High/Low 

Jun 

12450 

13450 

124.80 123X0 

Aug 

129 80 

13460 

125X0 12400 

Oct 

128.30 

127.50 

12850 127X0 


Turnover 39 (35) lots o> 20 tonnes. 


Slflrindex point 


Turnover Wheat 293 (132). Barley 6D (32). 
Turnover Ms ol 100 tames. 



Close 

Previous 

High/Low 

Mar 

1567 

1590 

1986 1670 

Apr 

I860 

1888 

1567 1676 

Jul 

1386 

1368 

1369 1350 

Oct 

1465 

1460 

1453 

Jen 

W79 

1487 

1470 

Apr 

1515 

1498 

1480 

BF1 

190 

IBM 


Turnover 610 (171) 
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foorew 

Wham- 

Class 
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High/Low 

Msr 

110X3 

111X0 

110X0 liars 

May 

11X75 

113.10 

113X0 112X0 

Jun 

U4J0 

116.16 

114.70 11440 

Sep 

108X0 

10830 

10850 

Nov 

109X0 

109.30 

106X0 

Barley 

dose 

Previous 

HlgtoUw 

Msr 

10350 
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103X0 

Msy 

106.10 

106,45 

106X0 106X0 

Ssp 

103-45 

103.35 

103X0 

Nov 

+06X5 

106X5 

108,90 


PICS 

- mm 

(Cash Satttement) p/kg 


Class 

Previous hlghiixw 

Apr 

1EDX 

119X 118.0 

Jun 

119X 

1180 


1186 

114.3 


UMIDOM MffTAL KXC 

WAMOff 

(Prices suppHod by Amalgamated Motel Trading) 

Close 

Previous 

High/Low 

AM GOIeial 

Kerb dose Open tote root 

Ahentatom. ML7% praC 

(9 por tonne) 



Ring turnover 6X2S tonne 

cash T 500-2 

3 months 159+8 

1605-7 

10048 

1582 

1017/1590 

15BB-3 

19948 

18908 39.118 Mi 

Copper, Crads A (£ per (ones) 



Ring uraover 36X80 tonne 

Cash 1882-4 

3 motOhs 1622-3 

1660-2 

1820-1 

164671638 

1625/1810 

1038-9 

t8»4 

18108 89.110 torn 

teed (£ per Mans) 




Ring turnover 17X2S .tonne 

Cash 680-70 

3 months 818-7 

8B5-7Q0 

6802 

8701060 

873/810 

88070 

821-8 

8228 11X33 tots 

NWmI (9 par tonne) 




Ring turnover 1,710 tonne 

Cash 1010080 

3 months 9925-60 

1020080 

.980088 

1 0175/101S0 
9578/9478 

1014040 

gQMO 

9575800 7/407 lots 

Tin (9 par tonne) 




Ring uenover 930 tonne 

Gash 033080 

3 months 6460-70 

63508 

6465-70 

6490/8450 

6380-70 

847SOO 

6480-70 8X32 tote 

Ztno, Spoctal HVi (teed 

e (9 per tonne) 



Ring turnover 9X28 tonne 

Cash 1765-70 

3 months 1826-7 

177D-5 

1621-3 

1877/1675 

1038/1616 

1777-80 

10238 

18228 16X65 tots 

Ztac (9 per tonne) 




Ring tornotmr 600 tonne 

Cash 1830-700 

March 20 WMO 

1710-20 

1700-10 


1890700 

187080 

153 tote 

UEChdnitl) rate: 

SPOT: IXtOO 

3 months: 1X840 

6 months: 1X909 g months! 1X387 
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20X8 

20X9 

20X0 

19X6 

Jul 

2028 

2047 

20X8 

20.18 

Aug 

20.34 

20X8 

20X3 

20X1 
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20-60 

20X2 

2009 

2042 

Nov 

20X7 

20X1 

20X6 

20X2 

Jon 

2050 

20X9 

20X8 

20X0 

HSATMC OB. 82X00 US gaffe, cente/US gtaa 


Latest 

Pravtous- 

MgltfLow 


Msy 

5280. . 

5309. 

8360 

5246 

Am 

9215 

5242 

5285 

8185 

Jul 

8230 

ftofi 

5299 

5210 

Aug 

5290 

629a 

5370 _ 

5290 

Ssp 

8430 

5415 

5465 

5415 

Nov 

5860 

8574 

5642 

5540 . 

Deo 

5878 

6660 

5725 

5700 


Chicago 


SOYABEAM8 *000 bu min; oerta/SUb bushel 



Ctoso 

Previous 

(ffgh/Unv 


Msr 

692/4 

800/0 

683/4 

887/4 

M*y 

002/6 

600/D 

604/0 

697/4 

Jul 

616/0 

614/0 

817/2 

811* 

Aug 

620/2 

617/4 

621/4 

018/4 

Ssp 

618/4 

018/6 

022/0 

818* 

Nov 

626/4 

624/4 

628/0 

821/4 

Jan 

836/0 

834/2 

638/0 

632* 

Mar 

648/0 

844/4 

648* 

642/4 


soyabean OR. 50X00 lbs; oonts/b 


COCOA 10 toonatoMoimes 


Odd (fine oz) 8 pries 


G equivalent 


Cloos 3MV-3064t 

Opening 400% -401 V 

Morning R* 40QX 
Afternoon fix 399.65 

Day's hl(pi 401 V401*t 
Day s low 39844-398* 

247^4-24714 

247 >z -248 

247X72 

248X19 

Cotas 

9 prioe 

£ equivalent 

Maptetsal 

409414 

254-357 

Britannia 

409414 

254-257 

US Eagle 

409414 

294-257 

Angel 

412417 

268-269 

Krugerrand 

307400 

24812 -24811 

New Sov. 

94V-96J4 

88*2-80 

Old Sov. 

94^.4MV 

5812-60 

Noble Plat 

506.7961 4X 

313.1-818X5 


Turnover 7 (22) lots at 3^50 Iqj 


SBvor fix 

p/noe ee 


US eta equlv 

Spot 

315X0 


511X6 


3 montyrs 

323.00 


522X6 



340X0 


534X6 


12 months 

385X0 


558.06 


TTUUMB) amOMB - 

AknaMun (98.7%) (Mis 

Puts 

Strta price 9 tonne May 

July May 

July 

1500 

110 

128 

10 

34 

1600 

49 

71 

o 

78 

1700 

18 

35 

no 

138 

Coppm- (Grade A) Cells 

Puts 

2450 

184 

173 

26 

91 

2550 

117 

iza 

80 

138 

2850 

68 

84 

109 

198 

Coffee 

Msy 

Jul 

May 

Jul 

650 

85 

82 

12 

35 

700 

38 

38 

32 

81 

750 

17 

23 

64 

98 

Cocoa 

May 

Jul 

May 

Jul 

800 

SO 

73 

4 

14 

700 

18 

42 

22 

33 

7S0 

4 - 

23 

68 

84 

Brant Crade 

May 

Jim 

May 

Jun 

1660 

■ 19 


48 


1900 

13 

90 



1960 

6 





New York 


SOLD 100 troy ex.; 9/troy oz. 


Class Previous tflgh/Low 


Mer 

392X 

400.7 

a 

0 

Apr 

393X 

401 X 

402.7 

392.6 

May 

398X 

404.7 

0 

0 

Jut 

308-7 

407X 

406.1 

398LO 

Aug 

«3X 

412X 

413X 

403.4 

Oct 

409X 

41A2 

415X 

409X 

Dee 

4MS 

433X 

424.0 

414X 

Fob 

420X 

429.1 

42SX 

422X 

Apr 

42S.1 

434X 

0 

0 



Cloes 

Previous 

Wflh/U>w 


HC 

1023 

1030 

1040 

1011 

jir 

1038 

.1043 

1083 

1028 

Sep 

W69 

1000 

W 

1044 

Doo 

1077 

• 1078 

1060 

1068 

Msr 

ton 

1096 

1096 

1083 

M» y 

11TB 

1113 

1120 

1100 

Jul 

1120 

1120 

1140 

1110 

COWSS "C” S7X00tbs; osntsflbe 


Close 

Previous 

Mgh/Low 


Msr 

88X6 

87X0 

90X0 

88X0 

May 

91X1 

87.78 

yont i 

88X0 

Jul 

93X0 

88X8 

84X0 

91X0 


95.12 

31X0 

95.75 

sun 

Deo 

97X0 

83X0 

87 J5 

94.70 

Msr 

98X3 

97X0 

0 

87.75 

Mey 

101X8 

9078 

102X5 

102.00 

Jul 

108X0 

W2XD .. . 

102X0 

102X0 

SOOAI 

1 WORLD 

-m 112.000 toe; centa/t&c 


Ctooe 

Pravtous ' 

HWVLss 




Close 

Pravtous 

HgWUw 


Mar 

22X8 

22X1 

22X8 

2224 

May 

22X5 

22.71 

22.75 

2250 

Jul 

22.70 

22-74 

22.78 

22X5 

Aug 

22X0 

W HI 

22X8 

22X0 

Sep 

22X8 


22X5 

99JII 

Oct 

22X7 

22X7 

22.15 

21X9 

Deo 

21.92 

21X8 

22X1 

21.78 

Jan 

21.70 

21X7 

21X0 

21.70 


SOYABEAN MEAL 100 tons; S/ton 



Ctooe 

Previous 

Httffl/Low 


Msr 

1705 

1806 

1705 

MM 

Mey 

171X 

1082 

1722 

1092 

Jul 

1702 

1742 

1708 

174X 

Aug 

1705 

1706 

1708 

1708 

Sep 

1802 

1707 

1802 

178X 

Oet 

1B1X 

1802 

182X 

1807 

Deo 

T85X 

184.2 

1800 

183.7 

Jan 

1807 

185X 

1872 

186X 


■ABE 5.000 bu min; cento/86tb bushel 


PLATMDU so tray as; Vtroy oz. 



Close 

Previous 

Htgft/Low 


Mer 

400X 

4802 

0 

0 

Apr 

4882 

602.1 

804X 

490X" 

Jul 

486.7 

508X 

611X 

4H7X 

Oct 

£004 

614.1 

8105 

804 X 

Jen 

611X 

5208 

0. 

0 

Apr 

5104 

. 827.1 

0 

0 


May «U» .15X7. -1406 1573 

Jut 15JC lfiJS 15X0 UL84 

Oct 1644 1549 . 1848 19.18 

Mer 14.19 1428 -- 1444 14.15 

Msy 1448 14.11 1440 ' 1440 

Jul 1349 1440 1440 1440 



Ctooe 

Previous 

lUgh/Low 


Mar 

283* ' 

251* 

383/4 

250* 

Mey 

258a 

257/0 

23B/4 

266m 

Jd 

284/2 

281/8 

384/4 

280* 

Sep 

260/6 

258/4 


358/4 

Dec 

268/2 

298/8 

2SB/4 

257* 


284/4 

283/6 

284/4 

282* 

Msy 

288/4 

2B5/8 

288/4 

2BS/Q 


WWAT 8400 bu min; centtttffb-buahal 


COTTON 90400; cents/Mm 





SA.VBI 5400 boy os; oanta/troy ox. 



Ctoee 

Pravtous 

fBgh/Low 


Mar 

-604.9 

510.1 

Stax 

506X 


. 5004 

5113 

0 

0 

May 

E09X 

£102 

5105 

508X 

Jul 

517X 

623X 

524X 

5110 


.8200 

532-3 

S31X 


Dec 

S37X 

544X 

S44X 

537X 

Jan 

S41X 

5401 

0 

0 


5406 

0805 

5B4X 

E50X 

May 

KKflJI 

86SX 

BBSX 

5800 

Jul 

8604 

5708 

570X 

5704) 


HIGH ORAM COmit 35400 lbs; CMitaAbe 



Clow 

Pravtous 

M|pi/Loar 


MOr 

mao 

18080 

129.10 

127X0 

Apr . 

121X0 

123X0 

122X0 

121X0 

May 

117X0 

11010 

119X0 

116.70 


114X0 

into 

to 

11180 

Jut 

112X0 

mao 

119X0 

111X0 

Aug 

110X0 • 

111X8 

111X0 

mxo 

Sap 

107 JO 

108X0 

106X0 

W7X0 

Oct 

108X5 

107X0 

0 

a 

New 

105X5 

108X0 

0 

0 

Deo 

10050 

104X0 

104X0 

103X0 

CRUDE OL (light) 41000 US gate 9/bsrral 


Latest 

Pravtous 




nxs 

19X0 

1675 

18X2 ■ - -j 

uoy 

18X1 

19X6 ■ 

20.19 

1178 



Ctaw Previous 

Hlgfi/Low 


M*y 

70X3 - 71X1 

71X5 

70X7 

Jut 

71X0 .71X8 

7235 

70X8 

OM 

88X5 67X4 

67X0 

G6X6 

On 

6111 - 8179 "• 

8190 

65X1 

Mer 

86X0 v 80X9 

BBS 

88X0 

ORMNE JWOff 18X00 Ktol cenU/toS 


Ctaw Pravtous 

Hgti/Low 


May 

189X5 19325 

194X0 

1S9J0Q 

Jul 

188X0 191X0 

18200 

186X0 

Sep 

182X6 . ,19150 

10775 

182X0 

Nov 

17100 179X0. 

17100 

17100 

Jan 

T70XD . 172X0 

17100 

170X0 

Msr 

17126 173X0. 

173X0 

17000 

Msy 

17125 T7<00 - 

174X0 

173X0 

Jul 

17125 . .174X0/ 

0 ■ 

0 



Close 

Pravtous 

Mgtt/Low 



Mar 

402* 

388/4 

402* 

998/4 


May 
. JW 

361/0 

343/0 

360/0 

343* 

381/4 

344* 

an/4 

341* 

- 

Sop 

330* 

348/4 

350* 

348* 

i v 

Dec 

902/8 

362* 

368* 

880* 

Msr 

370* 

389* 

370* 

389/4 

m 


UVE CATTLE 40J00 tor cente/lbs 



Clow 

Pravtous 

HWt/Ltm 


Apr 

78.82 

78.15 

78X0 

78J8 

Jun 

72.15 

73.10 

73X6 

7106 

Aug 

71X2 

72X2 

72X0 

71.77 


7147 

74X2 

7425 

73.45 


73X8 

74X5 

74X6 

73X5 

Feb' 

74X0 

74X2 

74X0 

74X0 

Apr 

74X0 

75X0 

74X0 

74X0 

MOOS 30X00 lb; cents*. ■ 

.: - 


CJoae 

Pravtous 

HlgMjow 



men 

RBmm (Base; September 18 1981 - 100) 

- MerSD U«r19 

mnth ego yr ego 

- 19116 IBlflX 

T804X 20122. 

POW JOSMS (Rose: Du 31 1074- 100) | 

Her 19 MoriS 

■**» ago yr ago 

Spot 133X6. ^.134,18 

Futaee mra ;. .133X8 

190X2. 136,61 

13220 . 140X7 


6125 

84.72 

3400 

5412 

6720 

57X7 

■ 57X5 

58X2 

68X2 

66-35 

5457 

6490 

83X2 

53X7 

63-87 

6480 

4142 

4437 

48X0 

4120 

48X2 

48X0 

49X0 

4170 

4110 . 

4112 

4110 

4110 

45X0 

0 

43X0 

0 

45X0 

n 

46X0 

0 


pome semes 40400 as:, 


I'S 


do ne Previous tflgh/Lew 

^r ms riao “ 

•tel 1194 
A“0 1150 



— — .jh\- * . j 
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Cautious welcome for the Chancellor 


FINANCIAL TIMES STOCK INDICTO 

' u» II« Mar Yarn uewn 


THE LONDON equity market 
gama cautious and not wholly 

ooaavincfaig megaton to yester- 
day’s Budg et measures from. 
Mr John Major, the UK Cban- 
ceOor of the Exchequer. The 
FT-SE Index, already m oving 
higher despite the increase in', 
the Japanese discount rate, 
extended Us advance daring 
the Budget Speech to close 
with & gain on the day of 21 
points. - 

However, many analysts crit- 
icised the Budget for lacking 
s ufficien t stringency, *n«i m? 
Richard Kersley at BZWwas 
among those to stress the 
immediate negative reaction 
from theUK-GOts market. ■ • 

Strategists at leading UK 


securities firms pndaedthe~ 
Chancellor’s skQl in producing 
a “relatively neutral Badger 
yplyst a' diffirnHr pnHtirql and. 
economic backdrop which most 
agreed left him Kttte rodm to 
manoeuvre. However, his 
' indexation of excise duties .lev- 
els and personal tax allow- 
ances Implies some risks, with 


.inflation over the near term, in 
: the view of Mr John Reynolds 
at County NatWest 
• The . same theme was' 
: expressed by Mr Trevor Lang- 
faarne-at Klein wort Benson 
who chara cterised the Budget 
•as contafaiug “too many risks 
and- hot sufficient reassurance 
for the financial markets." Mr 
Nicholas Knight of Nomura . 
Research said he was *Hwwwfrig 
hia .year-end forecast for the 
Footsie from 3JU0 to 2£00 after 
i ^disappointing Budget, not 
quite as tight as one hoped.” 

. However, the plan to abohfdi 
Stamp Duty on securities 
tra n s actions was good news for 
the stock market which also 
hopes for benefit from the 
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FT—SCIOO 

Indax 


Chancellor's moves to encour- 
age personal savings. 

The FT-SE index, 13 points 
up when the Chancellor began 
Ms speech, closed 2L7 points 
ahead at 2^59.7, the bek of. the 
day and, incidentally, com* 
pared with a level cl 2,125.4 
Immediately after the 1989 
Budget. In early trading yester- 
day equities brushed off the 
.rise In J a p anese discount rate 
and disappointing data on 
bank, and building society lend- 
ing in the UK. Turnover was 
tight, however, with the 
Seen volume total of 3762m. 

The equity market appeared 
r y nmffiprf by dip in sterling 
during /the Budget Speech, 
believing that Mr Major’s reit- 




oration of commitment to a 
strong exchange rate and the 
fight against inflation would 
sustain the currency and thnu 
reduce the dangers of a farther 
bike in UK base rates. 

The stock market traded a 
somewhat erratic coarse in its 
response to last year's Budget 
presented by Mr Nigel Lawson 
(see chart). After peaking in 
early September, the Footsie 
gave back most of its gpi" as 
successive increases in UK 
bass rates began to bite - but 
raced upwards again towards 
the yearend cm napes of an 
early cot in rates. The effects 
of high Interest rates frfl mo st 
severely on the capital goods 
sector. 


2S 19 16 15 

qavw wmm tSsci 7079 77.12 7740 77 JB 

ftaseiltorMl 8057 8M8 8840 8047 

SSfirn 17774 1759,0 171304 1785L?" 

OoU Man ‘ 2908 2B2.8 2&54 2834 

FHEW Sban 2239.7 ZQ8J) 22634 22344 


Ore. Dtv. Yield *M 

earning YId %(fau) 11JS 

p/e n«to(wow iaaa 

SEAQ Bsis*Ina(Spm) 234S 

6qu8y Tumov#riEm)t 

Equity BargaiMt 
Starts Traded (mt}t 

IhvCTasm ***- *— -* — — mmfci 

vn*awrj ormia yiujwa, imabij 

Open fio am. Ill am, 
17S6.1 17894 17684 

I — -j 1 pn 


BOO 400 408 

11JBS 1141 11.69 

1021 1060 1044 

27.243 26.144 24,252 

67248 830-12 675.22 

28,476 26.350 2B.SS0 

2804 418JJ 3312 

ongM Ds/a High 1777.6 

12 pm. I 1 1 p.m. f2pm. 
17800 17B8.1 1763.1 

Day's High 22S8.7 


Mar Year 1NM 8*os ampasoon 

14 *ga wqi law tee 

77.18 68.10 8029 7088 UM 4018 

mm naowB mm mm 

8079 9083 9949 8047 1004 BOM 

twang twgga wwn gww9 

17508 17084 20008 14474 20084 494 

<awB9> [yi <ao) mm yawm 

2814 184.7 3784 184.7 73C7 434 

mm triam flag ggnornj 

22201 20722 2483.7 17824 24607 - 9809 

mm gwg gaga suss. 

540 441 Bant* 100 Oo«L Sana WWIO Hm6 M 1K0 

11.74 1041 onSnary 1/706. Oold istaaa IMS. Saala WOO 

1020 1144 ft*e ioo sinew *ww» 


24405 29.633 

719.83 83446 

24,856 34.440 

317.5 4009 


GILT BOOED ACTIVITY 
iwfcaa- HarW Mar 16 

om Edsed 944 78.7 

5-0ey average 801 8&1 




Day's Low 17601 ° • «*• 

*8E Acttvtly W4. T faMln g I nt ia —W 

3 p.m. 4 pm. nuaimaa a Owaraasa ss iwaac. CHcul«4nn of 
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Equity Vafcaa and ei An l ea p — rapaa at 

Day's Low 2244.B Equity Bargains and EqHty Mahan. ana An- 
eoMMuad on July 9L Qaaiaa Muaa tor Jiay 

3p.m. 4pm. 2 flauaaaMn w rnq unat 
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LONDON SHARE SERVICE 
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ears siirimg 7 to 213p srwi Macal- 
lan GSenlivet easing 2 tu808p. 

The prospects of a four-day 
anatysts* visit to North Amer- 
ica to see the operations of 
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Unit Trust Coda Booklet ring tna FT cnyima 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Pound eases on Budget 
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POUND REACTS 
TO BUDGET 


THE US Budget, US economic 
news an trade and consumer 
prices, and the rise In the Japa- 
nese discount rate all vied for 
attention on the foreign 
exchanges yesterday. 

Sterling was steady against 
the dollar and yen, but had 
gained ground against the 
D-Mark and most other Conti- 
nental currencies as Mb' John 
Major, the UK Chancellor, 
began his Budget address to 
PazhamenL As trading closed 
in London, however, the pound 
had a weaker tone after Mr 
Major had said that the terms 
for UK membership of the 
Exchange Rate Mechanism of 
the European Monetary Sys- 
tem were unchanged, and went 
to suggest that a significant 
fall in inflation was still some 
months away. 

The Chancellor revised his 
estimate of the anwMi increase 
in the retail price index in the 
fourth quarter of this year to a 
little over seven per cent, from 
the forecast of 5.75 per cent 
made last November. He added 
that UK infla tion should Call 
below 5 per cent in 1991, but 
the pound reacted negatively. 

At the London close sterling 
had lost 10 points to $1.6110 
The pound rose to DM2.7325 
from DM2.7125; to SFr2.4425 
from SPT2.4325; to FFr9.2275 
from FFr9.1725; and to Y247.75 
from Y247.50, but was well 

G IN NEW YORK 


L 6245 -L 6255 
0 . 94 -O 9 *m 
Z. 75 - 2 . 723 m 

9.70-9 fcflpm 


below the day’s peaks after the 
Budget Sterling’s Index rose 
0.1 to 86.0. 

The dollar was supported by 
news that US consumer pri ces 
rose 0.5 per cent last month. 
This was below the January 
gain of LI per cent, but well 
above forecasts of 0-2 per cent 
and led to comments that the 
Federal Reserve was unlikely 
to ease its monetary stance on 
this figure. 

It was also announced that 
the US trade deficit widened to 
$9.25bn in January from a 
revised $7.68bn in December, 
but this was In line with mar- 
ket estimates. In London the 
dollar rose to DM1.6960 from 
DM1.6830; to Y153B5 from 
Y153.50; to SFrl.5155 from 
SFr 1.5085; and to FFr5.7275 
from FFr5.6900. Its index 
advanced to 6&5 from 68JL 

The Japanese yen remained 
weak In spite of an increase of 
1 per cent to 5 '4 per cent in the 
Bank of Japan’s discount rate. 


The market regarded the move 
as too little and too late to pro- 
vide much help for the yen. 
and again moved in to sen the 
currency. Dealers said it 
appeared the Bank of Japan 
had no cards left to play apart 
from further intervention to 
defend the yen. 

Intervention by - central 
hawks helped put a Boar under 
the yen yesterday, but felled to 
lift the currency. The Bank of 
Japan moved -into the market 
in Tokyo, selling an estimated 
8500m. after it became clear 
that the interest rate rise had 
not produced the desired 
impact This was followed by 
support for the currency by the 
US Federal Reserve, Bank of 
Wwpignd. Bundesbank, and the 
Swiss National Bank, but deal- 
ers believed the central banks 
were acting as agents for the 
Bank of Japan and that it was 
not a significant and co-ordi- 
nated act by the Group of 
Seven to defend the yen. 
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EURO-CURRENCY INTEREST BATES 

j tet | 7 Dus I Oh i Pm I S& J 


SttrllM 140 - 14 * 15 - 1 A* 15 V- 75 A 154 - 

USWtar 8 VaV 8 V 8 Jt fS-Sf Wr- 
en. Dolt* 12 V 12 * 12 V 12 * 135-128 13 V- 

D. Guilder 8 A -81 83-04 8 V- 

Sw.FraK SV85 WrWj aB-Sg 9% 

DojBdnw* 7 Wb 7 V- 7 * 78-70 8 V 

Fr. Franc lOV-U^ 10 V -105 lflVU^i 10 V 

ILdlanUra 13-11 12 V 11 * 12 W 2 * 12 V- 

«=£!= Wf 

D.Kitm_ 12 -UB riVfi 12 C-UV 12 V- 

AstanSSAq 8 VS? 8 V «5 8 *-« 8 VH 

Loag tern OwObB t two jtws 95 - 9 * per cm; Umyan 9 V 4 V pa 
jcbb 9 V 9 * peemBomaL Short are eatfto US (waste. 



9A-9A per cm; the 
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Follow the nxjffcels with a Futures Pager 
which updates Spot Currencies, 
Rncmckils, Futures ft hwolces 
24 his a day. 

01 - 895 9407 

for details and a Free Tried. 
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SUNDSVALLS BANKEN 


US$30,000,000 

Floating rate capital notes due 1992 

For the Interest period 2 1st March. 1990 to 2 1st September. 
1990 , Notice is hereby given that the rate of interest has been 
fixed at S'/a per cent Interest payable on the relevant 
interest payment date, 21st September, 1990 will amount to 
US.t 453.61 per US$ 10,000 Note. 

Agent Morgan Guaranty Trust Company 


JP Morgan 


9-11 GROSVENOR GARDENS, LONDON SW1W OBD 
Tel: 01-828 7233 AFBD member 
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CAI. Furum Ud 
Windsor House 
50 Victoria Sircci 
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CITY OF BERGEN 
FLUX 500,000,000 7^% 1973/1991 


On Match 5. 1990. Bonds for the amount of FLUX (S230UOO have 
been drawn in the pres en ce of a Notary Public for redemption on 
April 10, 1990. 

The following Bonds wiH be ledeenahk, coupon due April 10, 1991 
a tt ach e d: 

1441 to 2065 ind. 

Amount outstanding: FLUX 62^00.000 

Bonds previously drawn and not yet presented for redemption: none. 










Luxembourg, March 21, 1990 


The Fiscal Ateit 
KREDICTBANK 
&A. LTJXEMBO URQEOISE 


1 Inform on man at the stake 
(8f 

4 Farming syndicates? (8) 

10 During hard toil meet in 
.mess fear some confectionery 
l CO 

11 It affects the s^rit levell (5) 

12 Knot done at sea (4) 

18 Ifint about regulation recaH- 
; ing c*Hd that’s abandoned 
[ CAW 

JjS Gut favourite bit of news (7) 
K Could be on prescription or 
i for inscrtptkm (fi) 

19 first of peeks in a row of 
\ mountains (8) 

n Regimental dance? (7) 

IS . The bishop is one on the 
board (20) 

XX-Seen in train carrying 
Indian from Peru (4) 
a7;Bxcel in outdoor sports (S) 

88 Deposit ' not yet made as 
' rwesthw unreliable? (9) 

89 Puton feet, perhaps (8) 

80 In trouble, an and pay for 
■ iL-Oifer this up? (6) 

DOWN 

1 and-22 Where concern is to 
staM<a8) 

rstumr in the northern fac- 
tory reveak dreary routine 
O * 

8 Put^ out . half feelers for 
advance payment (4) 

6 Havtag to shout excitedly 
want beyond the mark (7) 


6 Meeting-place after drinks? 
(6,4) 

7 Point downward (6) 

8 Maker of cut hardily needed 
on the pitch (6) 

9 Flam offering almost trifling 
sum (6) 

14 Killjoy destroys the wine 


17 English bird - a friend for 
ever (9) 

18 Pm cut oft; damag ed rail 
ends here (8) 

20 Eastern painting jacking 
heart for connoisseur (7) 

21 Well-known pest mi$s- 
ing — copper brought in (W 

22 Seel down 

34 Devoured, deftwtpd decam* 
toted (5) 

ze commotion in prison (4) 

Solution to Puzzle lfo.7,l9$ 
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p.* n u a □ o h q 
□□ociaa QaonuHOg 
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TORONTO 
Closing prices March 19 
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MONTREAL 

Closing prices March 19 
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TOKYO - Most Acttws Stocks 

Tuesday March 20 1990 



TrayeUing by air on business? 

Enjoy reacfipgjfc ^^c^i plim CTatf^co^oftbc ^c nandal Timei 

. ..LISBON 

with TAP Air Portugal 


FINANCIAL TIMES 

lUKOTII OUSINiSS NIW1PARI 





Wm Keep the world 
gS9r in focus. 

For many executives that could be a daunting 
HImP^ task were it not for the Financial Times. The FT has breadth 

and depth of vision, an eye for events that are often in shadow and 
tiie ability to provide sharply detailed analyses. In short— it keeps track 
of a global economy that’s in constant motion. 

lb order call 1-800-344-U44. In Canada 1-800-543-1007+ 

FINANCIAL TIMES 

14 East 60th Street • New York, NY 10022 USA 
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2pm prices March 20 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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18% 8% cun n 040 13% 12% 12%+ % 

44% 31%CBbM 154 1170 338 39% 33% 33% - % 


10% CbtOQ a 183 16% 18 M - % 

20% Caaaar 11 980 29% 22% 23% - % 

__ M%CaB=dd150 75 01485 tt>% 10% »%+ % 

4% 2% CaME -40a 11 8 2% 2% 2% 

3% 1-120 ColRE >1 73 1-120 1-138 1-128 


18% 12% Calln 117 16% 17% 17%-% 

30% 24% Cabnal 54 2511 «S2B% 28 30 - % 

3% % Cailon £05 11-18 % %- % 

13-16 % %- 


v.v 


27% ALTEL a12B 4.1 U 900 31% 30% 31%+ % 
57% Alcoa 150a £4 66723 66% 67% 67% - \ 


79% 67% Alcoa 150a 
20% M%AmuG m 
29% 20% Amu 50 


24 66723 66% 67% 67% - % 
.4 33 64 1B% 18 18% - % 
35 0 18030 27% 20% 20%- % 


90% 30% CampSp 1 £5192 MOO 61% 60% SI + % 

24% 10 CdnPto 0 52 1330 21 20% 20% 

374 370 CapCJM 59 510 232 610 516% 617% +2% 

84% 33%CapMd 1.0S £5 B SOS 47 46% 4B%- % 


29% 20% Amu 50 35 610020 27% 20% 20%- % 14% 11% 

44% 39% Amu pi 3 65 2 43% 43% 43% + 1% K>% 3% 

W% 7% AmBu 50 25 3 773 7% 7% 7%+ % 44% 27% 

13% 9% Amcsat -48 47 10 22 10% 10 M%- % 12% 7% 

1S% 1% Man 2 007 2% 2 2 + % 4% 1% 

27% 3% Amdu pH5S 47. 90 4% 3% 4%+ % 23% 13% 

31$ 3S%AmKm 59 15 910M 47% 46% 40% -1% 48 35% 

20% 9% ABarek a 852003 20% 19% 19% - % 54% 44% 

81% 02% AmBrad Z72 *2 M 1 199 05% 04% 94% - % M% 5 

30% 28% ABrd PB.7B 14 0 29% 28% 29%+ % 60% 39% 

27 19% ABoaP 8 58 1812 18 22% 22% 22% - % 20% 14% 

21% W%ACap8d£M4 U. 78 17% M% 17%-% 45% 25% 

22% 10% ACapC* Zllt 11 24 19% 19% 18%+% 88 52$ 

9% 6% ACapIn 1.M *. 30 6% 0% 0% 13% 10% 

11% 8% ACMR 50 7.1 10 M 0% 8% 8% 4S 28% 


S4% 33% CapHId 1.08 25 8 SOS 47 46% 46%- % 

20% 13%Caaabf ZW 15. 0 38 14% 14% 14%- % 

m% n%CapMpn5a m oa iz% 12% 12%-% 


14% n%c«pMpn5a m oa 12% 12% 12%-% 
M% 3% Camar 87 3% 3% 8%+ % 

44% £7% CarOala 150 45 • SO 30 29% 29% - % 

12% 7% CaralcP 14 177 11% 11% 11%- % 

4% i% Carta M 4 9% 8% 3%+ % 

23% 16% Caron 50 35 TU id M% W% 18% - % 

« 35% CarPn Z92 65 10 0» 44% 43% 44 - % 

54% 44%CarTacl40 4.7 14 194 21% 00% 00% - % 

14% S CariHw 341 7% 7% 7%- % 

80% 39%C4flWI 52 15 M 180 00% 30% 30% 

20% 14% CaacNQ 128 75 9 29 17 18% 18% 

45% 25% CaaSCfc 22 038 3»% 34% OS - % 


M% 3% Camar 
44% 27% Cardala 1J20 45 

12% 7% CaralcP 
4% 1% Carlo *4 

23% 16% CanA 50 55 


6-32«tACent 

60% 47 ACyan 1J» 25 17 2697 52% 52% 62%- % 

33% 2S% AQfSr 240 75 91989 30% 30% 30% - % 

39% 27%AmE» 52 35 TO 13243 26% 27% 27% - % 

22% M% AFamly JH 21 18 390 15% 16 IS - % 

39% 28% AQnCp 158 85 81537 31% 31% 31%+ % 

8% 7% AmO»1 54a 11. 108 7% 7% 7% 

n% 9% a tap 158a it ao a% s% 9% 

10% 0% AflYT 152 10. «S 10% 10% 10% 

84 18% AHHPr Z32 11. 12 239 20% 20% 20% - % 

24% M% AMarft a 12 2 23% 23% 23% 


155 25 17 2197 52^ 

240 75 91989 


JO W2 352 352 


45% 25% CaaOCfc 22 038 36% 34% 35 - % 

86 52% Catorp 150 25 M 2560 62 81% 81% - % 

13% 10% Cadrfir 155 95 B 145 W 12% 13 + % 

45 28% Cental a 55 25 40 901 34% 33% 33% + % 


27%AmE» 52 35 TO 13243 29<i 

M% AFamly JH 21 18 390 19% 
28% AQnCp 156 05 01537 31^ 


18% AHHPr 252 

W% AHorft a 


21% 15% CenCn 150 85 M 90S 19% 19% 18% 

41% 27% Cantu AO 1.110 203 37% 37% S7%- % 

40% 29% CenSoW 270 7J « 885 38% 37% 88 


24% 20% CaoHud 1.78 7 J 10 71 

24% 20 % coops un uu aoo 


22% 22% 

22 22 - % 


1M% 84% AHMM 450 43 14 1333101% M0% 100%- % 
88% 30% Aoattb 3.16 B5 13 3007 00% 00 ®%- % 


88% 50% Aoattb 3.16 8513 3007 8tt 

112 70% AMKJr -48 5121097 96 

28% 3 AMI 147 A! 


M% 0% AOH= n 1 1L 90 9% 9% 9% + % 

40% 22% APnaad 50 24 281 25% » 2S%+% 

15% 10% AAEat 2 M. 7 28 12% 12 12%+ % 

8% 5% AmM sl.32 28. 2 21 6% 5% 5% 

U% 3% AS8 50 17. 81 4% 4% 4% + % 

»% 5% ASB pf 151 23. 0 7% 7% 7% 

5% 2 AShfcl 88 3 2% 2%- % 

72% 51% AmStor 1 1518 888 SI 62 82%+ % 

47 30% AT5T 150 25170521 43% 41% 42 -% 

10% 10% ArnWb- 8S 45 II 217 18% d18% 18% 

13% 13% AWM prl55 B5 z200 15% 13% 15%+ % 

17 13% AWa Spr15S 8.1 r100 18% 13% 13% +% 

18 3% AaHoU 8c 18 6 8 

20 5% AmeDp 56) 3144 S%d«% B%- % 

18% 11% AmaMt 54 AO IS 384 12% 12% 12% 

II 0% AmewSa 1.06 11. *148 10 9% ID + % 

38% 40% Amoco 854 35 17 3888 34% 53% 53% - % 

31% 40 AMP 158 25 204010052% 51% 51%+ % 

15% 8% Ampco 50 32 10 10 9% B% 9% + % 

0% 8% Arm 58 15 ISO 7% 7% 7% 

8% 5% Amrap 19 7% 7% 7%+ % 

29% 22% AmSm 1-40 85 9 18 22% 22% 22% - % 

7% 2% Anaomp <1 375 3% 3% 3%- % 

38% 34%Anadrh 50 5 3S22B1 32% 32% 32% 


087 96 96 95% — 

W7 4% 4% 4% — 

90 9% 8% 9% + 


13% 10% AHEat 2 HL 

9% 5% Amfln al.33 28. 

U% 3% ASB 50 17. 

»% 5% ASB pf 151 23. 
5% 2 ASMP 

72% 61% AmSIor 1 15 


20% 22% AmSm 1-40 A2 I H 22% 22% 22% - % 

7% 2% Aaaomp 11 375 3% 3% 3%- % 

38% M%Anadrb 50 53S2201 32% 32% 32% 

11% 7 Anahm 21 49 8% 9% 8% 

31% 22% Angelic 50 2.715 « 30 29% 30 + % 

48 . 33%AnImm 58 24 132812 M 33% 36%+ % . 

29% 8% AMham 181128 29% 29% 9S%- % 


58 25 20 4010052% 51% 51%+ % 

50 3210 10 9% »% 9% + % 

58 15 ISO 7% 7% 7% 


27% 23% ApPo pXUX> M 11107% 27% 27%+% 
M 7% Applt p 174 11% 11% U%+ % 

33% 14% AfGND 8 .10 5 139418 22% 21% 22%+ % 

40% a% AraoCh 250 67 B 182 37% 37 37%- % 

13% 8% AncAUft 11 210 9% 8% B%+ % 

23% M%AfkB(ll 83 122 18% W% 18%- % 

27% 30 Artda 156 45 670 29% 33% 23% - % 

61 42 Adda pf 3 64 8 47% 48% 48%- % 

13% •% Anaco .40 36 81481 10% 10% 10% 

24% 21% Araac pa.10 05 B E% 22% 22% 

30% 31% AnnWI 150 35 0 354 33% 34% 34%- % 

6% 3% ArowE 115 9% 4% 4% — % 

14% 9% AmE pf154 IS. 98 13% 13% 13%-% 

33% 0 Amo 05 11% 11% 11%+ % 

29% 19% Arab) 58 45 21 189 15% 15 18 - % 

36% 29% Aaarco 1.80 M 8 301 29% 29% 29% 

17% !3%AaCoal 52 18 12 794 1117% 17% 17%+% 

43 34 AahOB 1 3532 801 38% 35% as%- % 

22% 5% AaMPC .18* 15 423 14% 14% T4%- % 

M% 8% Aaa d na 156a 23 l 3 190 6% 6% 8% + % 

21% 0% AadHQ 53d 5 34 18% 18% 18% - % 

23% 11%AWHB 1 85 8 16 M% 14% T4%+ % 

30% 23% AOOaa 156 6514 134 28% 20% 28%+ % 

38% 32% AUEmg 268 7610 41 38% 36% 39%-% 

117% 86% Adfficb 9 44T2IS4 115% 114% 114%- % 

18% M%A0ue 17 30 18% 18% 18% - % 

18% M% ATMOS 1.18 06 28 9 17% 17% 17%+ % 

7% 3 AodWd 9 3% 3% 3% 

16% 11% Aneat M 25 17 187 M 13% 14 + % 

24% 10% Amdr A ,07e .4 239 16% 16% 16% - % 

S3% 38%Aumn 50 1.1 20 M26u53% 92% 93%- % 

7% 4% Avalon 151a 18. I S% 9% 3%- % 


37% 20% AVMCO A0 1.7 15 72 2«% 23% 23% - % 

33% 22% Avary 58 25 M 1498 27 % 28% Z7% + % 

93% 21% Avnat 60 16 18 348 32% 32% 32 

41% 21% Amm 1 2617 2178 35% 36% 36: 


S 21% Avon pi 2 7 2 153 27% 27% 27^ 

T3%AytJm la 86 8 20 15% M% 18%+ % 

- B-B-B - 

40 30% BCE 0 262 76 M81 38% 38 38%+ % 

20% 14% BET 50a 85 B 3 14% 14% 14% 

10% 6% BMC I 33 1% 8 B%+ % 

30$ 26% BP Pr a160a 06 1*4 28 28% 28% 

31% 28% BRE 240 00 7 26 26% 28% 26%+ % 

18% 8% BRT Z12a 25.4 881 1)41% 8%-% 

25% M% Babaco 1 75 23 487 *3% 13% Q% 

24% 10% BakrF s3J6a 12 2M 20% 20 20% + % 

29% M%B4brHu .48 l6 39 4100i6B% 27% »%+ % 

80 44% BbrH pCLSO 65 12 58% 36% 38%- % 

24% 18% Balder a .48 25 M 95 21% 20% 2I%+ % 

34% 29 Bafl 1.12 *7 21 229 31 30% 30%+ % 

28% 10% BaHyM 50 Z* IB 1420 12% 12% 12% - % 


34% 10% BakrF a3J6a 12 2M 20% » 20% + % 
28% M% BabrHu .48 I6 30 4100i68% 27% »% + % 
60 44% BbrH pCLSO 65 12 58% 36% 38% - % 

34% 18% Balder a .48 25 M 95 21% 30% 2I%+ % 

34% 29 Bafl 1.12 37 31 229 81 30% 30%+ % 

21% 10% BaHyM 50 24 18 1420 12% 12% 12%- % 

15% 0% BaltBcp JH 52 8 70 10% 10% M% 

34% 28% BaltOE 210 7.0 M IMS 30% 30% 30% 


33% 21 % BncCtaa 1.04b 3.711 188728% 28% 28%-% 
12 6 % Bncfla 180 13 8% 6% 9% 

K 40% BnSarc 130* 3610 3 40% 40% 40%+% 

87% Baodag 1 15 19*330 98% 88 88% 

30% 13% BkSoel 154 *1 10 988 18% 18% 13% - % 

38% 20% BkB p(AZ42a II. 4 32% 37% 37% ♦ % 

30 2B% SbB piSlJOe 11. 6 30 29% 29% - % 

70% 60 BbB pfCSJISa tz 21000 52% 92% 52% 


70% SO BUS pfC&JHSa 12. 21000 52% 


24 2% BbNE 18717 9% 4% 5 + % 

98 34% BbNT 212 55136 3081 37% 38% 38% - % 

36% 71 C BobAm 1 36 73878 28% 28% 28% - % 

38% 34% BkA pCL40a 06 21* 98 »% 39% - % 

83$ 57%BkApf to 8.7 20 82 61% 81%-% 
8% 4% RA pi Z2H 220 4% 4% 4% 

58% 38% BanKTr 253 55 1132 40% 30% 38%-% 

17% 10% Burner m 131 13 12% 12% 

98% 28% Barclay 1ST* 95 8 7 37% 37% 37% 

28% 24 Barfi prl.77a 7.1 58 3*% 2*% 24% 

ae% 23% BarB pfl.STa 86 78 M% 24% 24% 

28% 12% Bard .40 28 13 1287 19% 13% 13%-% 

38% 25% BamGp 1.40 46 M 99 31 30% 30% 

40 28% Bamea 150 4.1 74707 30% 20% »%- % 

13% 6 Sordid 50 2041 3789 »% 10% 10%+ % 

17% 14% Ban n 261a 1+ 1*32 M% 14% 14% + % 

H 13 BaUMI .10 .7371805 15% 14% 14%- % 

88% 48% SaurnA 1 J2 £3 15 389 98% 87% U%+ % 

29% 19% BaxMr 6* Z7 16*113 24% 23% 20%- % 
38% 35 Bw pMZato 63 2 37 97 97 

78% 52% Ban p«3 90 45 68 72% 72 72 -1 

£2% 17% BaySO *150 65 w 13 10% 10% 18% + % 

17 11% BaarSl J8b *5 7 557 13% 12% 13 

32% 21% Baarg e M £8 W 58 25% 34% 24% - % 

14% 8% Baacar 51a 65 5 887 M 0% 0% 

22% 14% Bddna 5Ba I1 11 W7 15% 15% 16% - % 

82% 48% BaciOk 1.08 15 14 248 81% 90% 60% 

30 28% BoktaH .84 25 0 8 20% 20% 20%+ % 


.. =S% »%+ % 

114% 74 BaOAB 4.72 6517 1677 01% 00% W$- $ 

18% 13% Baflhid -40 2719 1S3 14% 14% 14%+ % 

SS% 40% B*USo 292 4.6 192230 94% 53% S4%- % 

41 25% B4MAH .44 15 31 9 35% 35% 35% 

37% 25% Banna .72 ZA 17 74 »% 30 30%- % 

56% 44% BsnfCp 250 4510 701 40 48% 49 + % 

20% 23% Banal e*2JO ID. 4480 25 25 29 

3% l%Bngd*.oa .012 316 2% 2% 2%- % 

14% 11% Beaebr n 28 12% 12% 12%+ % 


37% 25% Bamn .72 

SI 

i*i ii % 


14% 11% Beaebi n 28 12% 12% 12%+ % 

sm 4800 Barm* 17 nso 1250 7176 7178 +2S 

17% U Berne n 28 93 16% 16% M%- % 

18% 13 BeryP *55# 27 22 31 15% 15 15 - % 

10% 9% BeslBr 20 274 »% 0% 10 + % 

24% lS%Bed>Stf 50* U 74671 21 10% 20%+ % 

63% 46%Bmapf S 10. 38 48% 48% 48% 

28% 23% BfllS pB2J0 10. 8 28 24% 34% - % 

to 3% B*vrly 991 4% 4% 4% 

23% 8% BMCR -Me 3 1* 220 13% 14% 15 + % 

29% 19 BbSa .90 2.7 8 MM 18% 18% 18% + % 

94% 14%Bi*CkD .40 22 1066 W% 17% 18 - % 

a% a BBHCb 154 9.7 13 15 28% 28% 29 

9% 8% BAUD 1 05 12 302 8% 8% 8% 

II 8% BbafT .98 05 1«S 16 9% 9%- % 

37% 26%fflebHn 138 19 >8 352 36. 35% SSV 

21% 12 BkAEt 51 2815 17% 17% 17% - % 

19% 13% flftmAr J4* 21 13 711 15 14% 16 


18 252 36 33% SS% 

31 2815 17% 17% 17% - % 

13 711 15 14% 16 

8$ 9% BluaCKp 70* 12 08 8% 9% 8% - % 

71% 43 Boelllfl H.20 1.7 » 86481172% 71% 71% + % 

48 35% B0M8C 1*7 M 61IW <»% 40 40 -1% 

0% 4%6oU9m flB 1J 50 6% 9 a 

11 6% Bond 1« 9% 9% 0%- % 

1% % Bond hi 80 ,% 15-32 15-32- M2 

»% 10 BontC prUSe 22 8 S74 11% « It - % 
S% 8% BonKS 2-45o 23. 6 82 10% >0% MS- % 


38 31% CaLaB 24* 7A 9 38 33 % 92% 33 

20% M% GaMPw 1J6 8.1 10 130 10% 10% 10% - % 

29% M CWtolkOto A 18 353 38 22 32%-% 

28% 23%CW« 2JH 7 J 10 14 £7% 27 27%- % 

38% 24%cmyn -43 U39 100 29% 38 38 - % 

15% 8% CwhH 1-48* 12 8 20 0% 9% 0% 

37% 28%ChmpM I.M £8 0 017 29% 20% 28%- % 

13% 7% CnpSd .N 8 0 111 10% W% 10% 

15% 0% CHHo n 16 315 12% 12 12 - % 

S% 3% ChanC XBa 1814 35 4% 4 4 - % 

44% 28% Chase Z48 21 7178 27 % 27% 37% 

S 53% 48 Chea p4D&35 1& 4 82% 92 a 

43% 35% ChH |*F4.10a 11. 1 37% 37% 37% + % 

28% 24% Ctoa pfQZK RL 37 35% 25% 25% * % 

29% 34% Chaa p8<Z44 M. IS 34% 24% 24%+ % 

2% Chaw 35 55 4% 4% 4%- % 

30% Cheated 108 BATS 07 30% 30% 90%-% 

41% 29 ChmBnkLTB 11. 61M 26% 26 23%-% 

5 3% ChBk B .78 28. 625 2% 2% 2%- % 

Pi 7 CM ptCBOe 12- TtO 7% 7% 7% 

47% 38% ChBk pUOto 1Z 0 37% 37% 37% - % 

42% 34% ChBk pMJto 12 126 86 34 % 3*%- % 

2fl 3* ChB dptZBB 11. 12B 24% 24% 24% - % 

23% 13%CMfmaa.13 *29 883 »% 20% 20% 

£4% 17% Cfc4|* J1 U I M 30% 10% 20 + % 

73% 51% Charm 230 4.1 94 3246 80 88% 88% - % 

140 184 CNMhr to 4L3 18 5 140% 140% 140% + % 

22% n CM* n Mo 13 141 18% 18% 18%+ % 

34% 23% CM Us a 18 82 28% 28% 28% - % 

CMPM Jtl 04 B 244 5$ S% 5% - % 

30%ChriaCr MBt 4J 44 241 34% 33% 33%-% 
10% 7% Chriabi 17 t 8% 8% 8% 


10% 7% Chriabi 17 t 8% 

27% M%ChryMr120 68 142332 18% 


. ... M% 16% 

102% 84 Chubb 204 26 a 901 M0% 80% 100 - % 

4% 1% Chynm 96 2 1% 1% 

30% 31% Chcorp Z48 7.1 10 02 34% 34% 34%+% 

38 21% CbmBta JB. JL1 17 07 29% 34% 24%- % . 

32% 24%CME 248 88 7 304 30% M%- W%- % 

34% 16 CbM J2 2080 372 «% 17$ M%+ % 

19% 8% CUMOd . - • & 1783 6% 8% 8%+. 

18% 1% CfadeK ' 402 3% 2% 2% - - 

Z7 10% circiy a 88 J3» 800 24% 34% £4% . 

57 34% Chew W 334 01 60% 90% - % 


57 34% Chew 

39% 22%CbhW»m 1M 21 0961 M% 20% 23%-% 

70 a%akiiF< Be sj a n$ S2% 62% + % 

29% 23% CBcp ptCJTa 24 - 23 23V<C3% 23%-% 
98 28% CtzSCp 140 BO B £01 27% 37% 27%+% 

45% 9% CHyHcp 301 14% W. M%+ % 

15% 8% OakSt .a J 14 *13 14 19% 13% + % 

48% 33%Oart£ ai1Uu48% 45% 48%+ % 

W% 7% Otoytf 8 3 8% 8 9%+ % 

M% 7% OamOm .Me 1* 1021 10 0% ■% - % 

38 29% ChrCb 40 24 0 2 33% 33% 33% - % 

44% 31 Ciaru 1.Z4 32 14 868 39% 38% 38%+ % 

£• 17% CMMd 27a 14 13 01 22% 22% 22%-% 

20% 8% CoaitSv 40 4.1 14B 8% 0% 0% 


14 12 734 017% 17% 17%+% I 22% 17%CM*My 

2432 801 38 % 35% 33%-% I 64% 46 CataP 

14 423 14% 14% 14%- % I 22% 16%CWtos 


20% 8% OeaMSw 40 4.1 14W 0% 0% 0% 

33% -23 CoaaM *.« 14 17 1278 »% 31% 31%- % 

31 *0% CooaCI 1.80 21 15405 78% 74% 74%- % 

18% 13% CocaCE 46 -3303002 18% 15% W 

22% 17% CMebty Jto 44 2 17% 17% 17% - % 

04% 46 CMgP 140 34 151072 80% Mf% 80%- % 

22% 18% CMFds J» 1.1 M 57 B% 18% 18%-% 
M 8% CoHa -04 84 457 9% 9% 0% 

a 0% Col Bn *1.44 15. 3 MB 9% 8% 0% 


22% 18%CaA)a 40 1.1 M 97 18% 18% 18%-% 

M 8% CoHa -04 84 457 9% 8% 0% 

a 0% COI Bn a144 15 8 MB 0% 8% 0% 

0% 8% CoMfl 140 15 378 B% d 8% 8%- % 

tt% 1l%Coanv n49a 34 83 11% 11% Tl%+ % 

B% 8% CoMu .72 U11 W 8% 8% 8% 

52% 33% CoKZu 240 4714 331 47% 48% 48%- % 

11% hCokaaS 48 M. 408 1% 1% 1%- % 

11% %CoBvpl.tn 3 B 1% 1% 1%- % 

34 21% Conrda 48 1411 838 29% 27% 27%+ % 

22% 19% Comm 43 24 0 39 21% 20% 31%+ % 

10% 7% Ccmdm 38 474 8% 6% 8%- % 

40% 32%Cmwe 3 84 O 5071 35% 39% 35% - 


40% 3Z%OwCpl 141 40 
21% 18% C»E pr 140 84 


38 474 8% 6% 8%- % 

« son 35% 38% 35% - % 
2 38% 33% 38% + % 
40 20 10% »%+ % 


22% 19%CwCpr 3 04 0 21% 21% 21% 

28% 25% CwE B 247 K. 7 2B% 39% »% 

30. 30% OwCS 200 74 9 7 30% 38% 38%+ % 

1% 11-94 CnwMt in 7-32 3-16 3-18 

40% 28% Comul 10 30 W 807 34% M% 33% - % 


54 18% CPeyc Jto 17 a 3101 21$ 21% 21%+% 
1W% ee$ Compaq rs raw m% ao% ioi%- $ 


1 14% U% - % 


113% 68% Compaq a 7904 W3% WO% 101%- % 

a 1% GmpCre 67 2$ 3% 2%- % 

21% M% CmpAa e 18 MSIB 15% «% U% - % 

« % 4% CmpFet 43 309 3% 5% 5%+ % 

58% 43% Corpse M 1748 80% 47% 50 +2% 

M% 8% CrapTrt .08 A t 11% 11% 11%+% 

ti>% 8% Gomaft 1.03a 11. 1887 0% 0%. 9%- % 

30% 20% ConAg • 40 Z2 M 1402 27% 26% 27%+% 

15% 14 CoanE e1Z3 74 13 86 19% M% 16% 

a i5% Comma u# 74 11 20 17% 17 17% + % 

28. 11% Canseco 00 4 4 227 29% 38 2B%+ % 

20% 22%ConEd 4142 Bail 1584 £8% 26% £9% 

57 49% Cone pM-SS 84 l» 63 » 51 + % 

34% 17 Ci«Fn 108 6.7 £277 18% 18% 18%+ % 

91% 37% Comma 144 4.130 872 49% 44% 43 + % 

49% 38 Comafl 1.40 3.1 21 l£M 45% 44% 49 + % 

9 1% CnSMT 421 2% 2% 2% 


i( biam u* &r xur ion 104* w>*+ 4, 

91% 37% Comma 144 4.130 872 «% 44% 49 + % 

49% 32 Comall 1.40 3.1 21 1214 45% 44% 49 + % 

8 1% Cn3tor 421 3% 2% 2% 

3* 24% Cenatr 44 24 11 170 20 27% 27% -1% 

67% 47 CePpB4J0 74 Z230 60 60 60 + % 

36% £4% COMM BL10 30 M 1421 29% 27% »%- % 

S Z5% CntCp 200 8411 SM 30% 20% 30%- % 

19% CaeBfc 1 60 8 884 17% 17% 17% - % 

43% 37%Cmnp04to m IS 37% 37% 37% - % 
£8, 23% CmB |4A 85 23% 422 % 33%+ % 

1% 3-ie«tcnm ei s-H s-ia s-M+1-32 

34 15% CiOata MSB 18% 18% 18%- % 

8 4% ConvtM 62 3% B 6 

12% 11 OrHdpflAle 1Z 51 11% 11% 11%+ % 

17% 9% Cornu 2B 3408 UI7% Mb 17% + % 

4% 2% COOpCO 251 4% 4% 4% — $ 

42% 27% Coooar 100b 24 17 «804u42% 42% 42%-% 

W 121% Coopr pf 8 60 1186 134 133%133%+% 

30. 34% GopiTr 40 1013 238 37% 98% 37%+ % 
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AMERICA 


JAPAN GIVES UP PLACE AT TOP OF WORLD LEAGUE TO THE US 


Profit-taking wipes out 
early dollar-led gains 


Wall Street 

PROFIT-TAKING erased early 
in Wall Street yesterday. 
In early trading, the stock and 
bond markets had risen follow- 
ing a surge by the dollar; both 
mar kets had fallen at first, fol- 
lowing disappointing inflation 
news, mites Janet Bush in New 
York. 

At L30 pm, the Dow Jones 
Industrial Average stood 1038 
points lower at 2,745.05 on 
moderate volume of 109m 
shares. On Monday, the Dow 
had risen 14.41 to 2,755.63. 

The Dow initially dropped 
about 6 paints yesterday in 
reaction to the news that the 
US consumer prices index had 
risen 0.5 per cent In February, 
well above expectations of a 
gain of 0.2 per cent to 03 per 
cent The index also rose 0.5 
per cent when food and energy 
prices were stripped out, which 
compared with Wall Street esti- 
mates of an increase excluding 
food and energy of 0.4 per. cent 

These figures provided more 
evidence that inflationary pros’ 
sures remain stubborn In spite 
of the slowdown in the econ- 
omy. The January merchan- 

EUROPE 


dine trade deficit widened to 

S9-25bn compared with a 
revised shortfall at ?7.68bn in 
December. The January deficit 
was below market expecta- 


The data only depressed 
equities temporarily and they 
recovered from early lows as 
the dollar surged, before easing 
again on profit-taking. Cur- 
rency dealers, who bad waited 
for weeks for the Japanese 
authorities to raise the dis- 
count rate, immediately sold 
the yen as soon as the news 
broke. The US stock market 
has repeatedly shown resil- 
ience to Tokyo’s weakness and 
did so again yesterday. 

Among featured US shares 
was Federal Express which 
added $1% to <56% in spite of 
news of a 79 per cent chop in 
its net income in the fiscal 
third quarter. Analysts believe 
that the company's worst prob- 
lems are now over. Interna- 
tional Multzfbods jumped $2% 
to $30% alter Archer^Dantels- 
Midland said it had built up a 
6.77 per cent stake in the com- 
pany for investment purposes. 

Curtus-Wright surged $7% 
to $5814 after news of the death 

Of its rfmirman ami p resident 


Teledyne, which owns a 62 per 
cent stake in the company, 
rose $1% to $69%. Hibernia, a 
commercial bank in Louisiana, 
dropped $% to $17 alter the 
company said that it would 
double its provision fin* loan 
losses in the first quarter, lead- 
ing to a net loss of about 90 
cents a share. 

Selected technology stocks 
built on Monday’s sharp gains 
while otherefefl prey to profit- 
taking. Digital Equipment 
jumped $2% to $13% while 
Hewlett-Packard slipped $% to 
$47% and Compaq Computer 
dipped $% to $102%. 

LSI Logic added $% to $9% 
after the company introduced a 
microchip which will allow 
computer manufacturers to 
clone Sun Microsys te ms work- 
stations. Sun Micro s ystems foil 
$% to $24%. 

Canada 

EARLY TRADING saw 
Toronto weaken as investors 
took profits In gold shares fol- 
lowing a drop In the bullion 
price. 

The composite index started 
83 down at 3,7633. Declines led 
advances by 137 to 93. 


Bombardment of economic 
signals confuses bourses 


THE IMPLICATIONS of the 
discount rate rise in Japan, the 
Tokyo market’s fall and fears 
of inflation from German 
reunification left bourse s con- 
fused and cautious yesterday, 
writes Our Mar kets Staff. 

FRANKFURT took a roller 
coaster ride as the East Ger- 
man politics situation grew 
more complicated in the after- 
math of Sunday’s general elec- 
tion. However, a midsession 
fall of 8J3 to 80232 in the FAZ 
index was seen as a buying 
opportunity, and the DAX 
closed 236 higher at L90833. 

A flat day for domestic 
bonds and limited foreign 
interest added to the market’s 
nervous condition; volume was 
down from Monday's active 
DM13.9bn at DM9S5bn. 

The ebb and flow of senti- 
ment bn eastern European 
prospects was reflected in Sie- 
mens, where turnover fell from 
DMl.92bn to to DMLlbn and 
the shares . eased DM1.20 .to 
DMB14. However, Volkswagen 
kept its cachet as an east Ger- 
man winner with a rise of 
DM1030 to DM606.70. 

In the chemical sector, Bayer 
dropped DM330 to DM312 and 
BASF fan DM3.10 to DM30830. 
Construction, prone to more 
occasional spurts of east Euro- 
pean euphoria these days, saw 
Hochtief and Holzmann rise 
DM19 and DM39, to DM1,460 
and DM1 379 respectively. 

PARIS declined in another 
cautious session, worried about 
interest rates as the CAC 40 
Index fell 1137 to 1,92539. 

One of the day’s winners was 
Total, which saw its invest- 
ment certificates gain FFr5 to 


FFr115 in busy trading of 
284300 shares. There was spec- 
ulation that thw on company 
would raise its dividend. 

Bouygues dropped FFr15 to 
FFr575 as volume shrank to 
25375 shares from 946,775 - 
including one block of 927,000 
- file previous day. The con- 
struction company said that 
Coflpex, the Bouygues family’s 
holding company, bought 
the 6 per cent block from 
Socfetg Gdndrale de Belgique 
on Monday. SGB retains a 
wtaVe of 43 per cent. 

LVMH, the luxury goods 
group, fall FFril to FFr4320 in 
moderate volume of 9390 
shares. The company wil that 
it was studying a legal 
response to a move by VIG, the 
holding company of the Vuit- 
ton family which owns 24 per 
cent of LVMH voting rights, to 
aak a Paris commercial court 
to investigate the crosshold- 
faga Awl with Gutonessaf the 
UK made in, l988^.LYMp, 
which announces results 
tomorrow, holds 12 per cent of 
Guinness; on Monday, it 
denied reports that it was seek- 
ing another 12 per 

MILAN consolidated at Mon- 
day’s levels as speculators cov- 
ered short positions. The Camit 
index eased 031 to 68233. 

Sip, the domestic telecommu- 
nications operator, firmed L19 
to L1371 on news that Its 1989 
sales rose 11 per cent to 
L15,000bn. The capital goods 
manufacturer Sasib, which 
said that its 1989 sales were 22 
per cent up, added L40 to 
L6.650. I taigas steadied at 
12,700 as the company’s man- 
agement met with the invest- 


ment community to w piafa its 
doot 1989 results. 

AMSTERDAM saw the CBS 
tendency index firm 03 to 
114.1. Dealing in file Invest- 
ment bank, Holding, 

resumed after its suspension 
on Monday, following news 
that two at its directors had 
sold their 10 per cent stake 
back to the bank and had 
resigned following disagree- 
ment over the bank’s fixture. 
The stock fell FI 130 to FI 1530. 

STOCKHOLM recovered 
from early lows on In 
Asea shares fallowing news of 
a 70 per cent Increase In 1989 
net pr ofi ts. Asea rest r i c te d A 
shares rose SKrl5 to SKr705. 
The Afi2rsv£rlden General 
index added 43 to 1,1353. 

OSLO shrugged off weak oil 
prices as the all-share index 
rose L12 to 639.90. Bergen 
Bank rose NKi4 to NKrl85 on 
the last day that its shares 
could be bought emu-dividend.- 
- ZURICH.. «Ddqd_lqw$r^.in 
quiet trading: BBC Brown Bov- 
eri rose SFr25 to SFrS.600 on 
higher 1989 profits and a rise in 
dividend. The Credit Suisse 
index fell 03 to 6023. 

MADRID fell to its tow for 
the year, with the general 
index down 1.72 at 267.12. 
Banesto, the bank, gained 
another Ptal40 to Pta3.780. 


SOUTH AFRICA 

JOHANNESBURG stayed at 
record levels although some 
caution crept in. The overall 
share index equalled Monday’s 
3392 record toveL Gold shares 
were mixed. 


Tel Aviv reopens after strike settlement 


By Hugh Camegy In Jerusalem 


TRADING on the Tel Aviv 
Stock Exchange will re-open 
today following the settlement 
of an unprecedented two-week 
strike by exchange staff. 

A wage rise and bonus agree- 
ment was agreed between the 
stock exchange management 
and Its employees on the eve of 
a Supreme Court bid by two 


brokerage houses to force the 
exchange and the securities 
authorities to allow the exten- 
sion of non-exchange trading. 

The court claim, dropped 
after the return to work was 
agreed, could have jeopardised 
the traditional on-the-floor 
trading of the Tel Aviv 
exchange. “If the strike had 


gone on much longer, those 
people might have found out 
they weren’t needed any 
more,” said one analyst 
Share prices, which have 
fallen only «H ghtiy this year, 
were expected to weaken when 
trading resinned in reaction to 
the collapse of the coalition 
Government last week. 


JAPAN tost Its find place in the wmU 
stock market league yester day as the 
long-awaited Increase , in Tokyo’s offi- 
cial discount rate did little limned!- 
atdy to allay fears of further weakness 
in fire yen, writes William Cochrane. 

The NjQtkei average of 225 leading, 
shares tost more than 460 points to dip 
below the 3LOOO mark fin* fife first ' 
time since January last year: this, and 
the parallel depredation of the yen. 


Irft Tokyo’s equity market capitalisa- 
tion at an estimated $2464bn last night 
compared with $2^97fan for Wall Street 
at the dose of trading on Monday. 

Japan became the biggest market in 
the world less than three yean ago, 
when Wall Street fell much foster than. 
Tokyo in the October 1987 crash. At its 
peaktt accou n ted for 45 per cad of the 
world’s equity capitalisation, said Mr 
Roger Palmer, chief I n ve stm ent strate- 


gist at Kieinwort Benson in London. 

The country’s troubled financial sec- 
tor, however, has seen a sharp decline 
in the yen, severe pressure on interest 
rates and bond market levels, and a 21 
per cent drop in fite Nikkei index since 
it peaked at 38^1537 last December 29. 

Tokyo's share af the -world** equity 
espitonsatiaa has fallen bad to 3438 
per cent of the FT-Actnaries World 
Index; based on the fall in fixe domestic 


and broadly-based Topix index yester- 
day. Wall Street, at 34.78 per cent, has 
regained its top position. 

The one-point rise in Japan’s official 
discount rate came at midday yester- 
day and the yen, which posted a moder- 
ate gain just after the announcement, 
then turned down again to dosar tower 
against the dollar. This sluggishness 
triggered speculation about anoth er 
rate increase, further harming equities. 
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Nikkei slides again after discount rate rise 


Tofcyo 

t he long-awaited increase in 
Japan’s official discount rate 
did little to allay fears of far- 
ther weakness in the yen, and 
the Nikkei average fell another 
L5 per cent yesterday, writes 
ifkkiyo Nakamoto in Tokyo. 

The one-point rise in the rate 
rarm at midday thp yen 
posted a moderate gain just 
after the announcement. It 
then turned down again, to 
closer tower the dollar; 

this sluggishness triggered 
speculation about another rate 
increase, anH farther under- 
mined 8n equity market. 

' At the start of trading, the 
Nikkei staged a moderate 
rebound to a day’s high of 
31351.03. It retreated below 
31,000 by failing 

to an intraday tow of 30,570.08 
before closing at 30,807.19, 
down 45635, compared with its 
January 5, 1989, low of 


30,183.79. 

Faflers outnumbered risers 
by 812 to 190, with 112 
unchanged. Volume rose sub- 
stantially, to 618m shares from 
the 4i2m traded on Monday. 
The Topix index closed 5335 
tower at 2£73J8 and, in Lon- 
don, fiie ISE/NQckei 50 index 
feD 930 to 1337.45. 

Money supply figures for 
February showed a substantial 
increase yesterday, which 
made a fifth discount rate 
increase all the more probable. 
Meanwhile, individuals stepped 
up their selling in response to 
pers is te n t rumours that a lead- 
ing speculative group was fac- 
ing financial problems, and 
individual Investors with big 
margin positions came under 
severe pressure to sen. 

“Overall, [the market is] 
very, very weak," said Mr 
Peter Tasker of Kieinwort Ben- 
son's global strategy team, 
which produced the equity cap- 
italisation cal cnlatkmn ‘'Most 


people think we could fall 
below 30300 very quickly ” The 
market has already fallen 21 
per, cent from a. peak of 
38,91537 last December 29. 

Rhie chips led the VtorKiiA. In 
steels, Nippon topped the vot 
mriftw list with 39.3m shares 
and fall 729 to YS76, Kobe tost 
Y36 to Y695 in heavy trading 
and Kawasaki Y20 to Y61Q. 

Nippo n Tel egraph and Tele- 
phone (NTT), the giant tele- 
communications company bat- 
tered' by the Recruit scandal 
and by plans to tweak the 'com- 
pany :up, came un der r enewed 
selling - press u re. NTT’s share 
inice fen a further T4ROOO to , 
YL14m, well below the pubhc 
offering price of Y1.197m in 
1966. 

Tasuda Fire and Marine 
Insurance and Toyo Umpanki 
announced yesterday that they 
would cancel planned public 
offerings at new shares. The 
decision took' the number of 
recently-cancelled public offer- 


ings to five. 

Broadly based selling contin- 
ued to Osaka, taking the OSE 
average 74731 points lower to 
32324.73. Turnover swelled to 
248m shares from the 198m 
traded on Monday. 

Roundup 

POLITICAL . events dominated 
individual markets elsewhere 
to the A sia Pacific region. 

NEW ZEALAND eased In 
thin trade before the Govern- 
ment's economic statement. 
The’ Barclays index fell 2230 to 
1.77930. Details about the pri- 
vatisation of Telecom Corp 
were announced after the mar- 
ket closed. 

Elders Resources shed 8 
cents to NZSL68. Speculation 
about the company continued 
after its controlling share- 
holder, Elders nn. of Australia; 
recently said it would sell Its 
43 per wit stake. 

BOMBAY welcomed Mon- 


day’s budget, rising sharply fa 
heavy trading for the second 
day in succession. Foreign 
companies, which were expec- 
ted to benefit from tax cuts, 
were in demand. The index 
rose 1537 to 72631, building on j) 
Monday’s jump of 30.10. 

SEOUL advanced in active 
trading on hopes that the new 
economic ministers would 
announce measures to boost 
the economy. The composite 
index rose 10.56 to 8® 38. 

AUSTRALIA held steady but 
investors retreated to the side- 
lines before Saturday's 
national elections. The All 
Ordinaries index fell 23 to 
1396 and turnover slipped to 
90m shares valued at A$184m 
from 115m and A$227m. 

TAIWAN recouped Initial 
tosses to end firmer on bar- 
gain-banting and on ruling 
party plans for a nati onal con- 
ference to discuss political 
reforms. The weighted index 
rose 7736 to 11,44735. 


Ebbing interest in Tokyo 
flows to Japanese regions 

Michiyo Nakamoto on the once obscure markets 


SAPPORO STOCK EXCHANGE 
Stocks fisted only h Sa pp oro 


Mar'»o<Y) 


P OLITICAL and economic 
uncertainties have 
shaken the Tokyo Stock 
Exchange since the beginning 
of file year, but the sharp loss 
there has created opportunities 
for Japan’s once obscure 
regional markets. 

W hite turnover in Tokyo has 

wlimnlt to l£88 half of ihft 

levels seen In more buoyant 
times, file vabuaB of trading to 
Sapporo, Japan’s fifth largest 
city with one-fifth of Tokyo’s 
population, i*«« actually d»n 
sim*» last autumn. 

. D aily average volume on the 
TSE fell from 972m shares in 
November last year to 472m in 
February. Sapporo, with a mar- 
ket capitalisation nearly twice 
tiie sire of London’s, haw seen 
daily , average volume increase 
from 615,000 shares in Novem- 
ber to 635,000, in Feljraary, 
swelling to2JL7m snares for the 
first 15 days of fills month. 

Most issues listed on 
regional markets are cross- 
fisted with Tokyo. On the Sap- 
poro exchange, only 14 of the 
193 issues are listed in that city 
alone. But while the Nikkei 
average of leading TSE shares 
has fallen by 21 per cent from 
its high of December 29 last 
year, the Sapporo Dow index 
had eased only 3 per cent to 
1,70437 by mid-March. 

The share price rises of same 
issues that are listed only on 
regional markets, however, 
indicates that interest in tham 
has been strong. Of the 14 local 
issues listed on the Sapporo 
Exchange; 12 have posted sub- 
stantial rises in eight months. 

Among the strong gains, 
Kuwazawa Trading, a trading 
company which handles 
mainly constitution ywafertet 11 , 
surged 161 per cent from Y794 
cm June 30 last year to Y2370 
on March 16. Over the same 
period, the Nikkei shows a 1 
per cent decline. 

“Investors have changed," 
says Mr Toshiyuki Nishlguchl 
at Daiwa Securities. ’’From 
concentrating a large amount 
of fUnds in one market, they 
have moved to splitting up 


Hirfr investments fotn a larger 
number of """nw r n m p unw 
issues, including those in 
regional markets.** 

Regional-only listings tend to 
be small companies. Many of 
them have strong earnings 
records, but in the past they 
were largely ignored by 
Tokyo-oriented investors, 
because there was tittle infor- 
mation available on them says 
Mr SnHflfi Rintn deputy man-' 
ager of the Business Adminis- 
tration D epartm e nt of the Sap- 
paro Stock Exchange. 

Recently, however, informa- 
tion has become more readily 
available and investors have 
whim to see tha shares of many 


of t he se Mn«nri«i as cheap 
relative tothar performance? . 

• - . The emergence of new mat 1 ; 
kets and businesses has helped- 
widen interest to the regkmals. 
For example, expectations of 
increased trade with the Soviet 
Unton have led to interest to 
companies located, in the 
northern prefect u res of Niigata 
and Hokkaido, which are dose 
to the Soviet Union. 

Small, regional stocks have 
aim taken on some of the char- 
acteristics of Irigpr companies’ 
shares. In the past few years. 
fine extraordinary rise in ft* 
value of Tokyo properties has 
boosted asset v alues and share 
prices of many TSE-tisted cam- 


Kuwazawa-Tradlng 

Nakamichi Machinery 

Hakodate Seimo Sengu 

Sapporo. Express : ; 

Chuo Bus ; 

Nakamichi Lease 

KHanihon Tsuahin Kensetsu . 

Sogo-Depki 

-Nidfliyb Baking Co i 

Sapporo Bank 

. Hokkaido Shinto = 

Sun' River 


parries. Now the same phenom- 
enon is occurring in the 
regions; in the past year, prop- 
erty, values hAve hfltni rising to 
every comer of Japan. 

Individual investors have 
been ftp ipaiUny force b ehind 
the rise in regional market s. 
Large institutions have been 
participating, but lack of 
H qntitity hi the markets means 
that they iram trade only in 
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much smaller lots than they 
are accustomed to. 

This leads to the main ques- 
tion mark. Regional markets 
should retain their shine while 
Tokyo stays under pressure. 
But when political worries 
start to clear up, and if interest 33 
rates begin to peak or turn 
down and trigger a rebound in 
large capital issues, interest to 
tha regions could slip away. 
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NATIONAL AND 
REGIONAL MARKETS 

Figures In parentheses 
show number ot s toc ks 
per grouping 

Australia (83) 

Austria (19) 

Belgium (61) ............. 

Canada (120) — , 

Denmark (36) 

Finland (26) - 

France (12S) - 

West Germany (96) 

Hong Kong (48) 

Ireland (17) 

Italy 06) — 

Japan (455) 

Malaysia (36) 

Mexico (13) ...... 

Motherland (43) 

New Zealand (18)._ 


MONDAY MARCH 19 19N 


Local Day's change Grass 
Currency % local Dl». 

Index currency Yield 

12331 +03 537 

249.67 +13 1.06 

125.18 -02 4.48 

123.02 + 03 Ott 

228.36 -0.1 1.40 

119.39 -0.1 2.44 

135.68 -1.1 2.79 

116.27 +2.0 1.80 

118.48 -03 6.02 

168.73 +0.0 2.49 

9032 +1.1 2.53 

140.18 -a8 038 

244.25 -0.5 2.17 

1190.33 +1.3 0.44 

119.76 -13 435 

56.42 +0.1 6.07 

216.42 - 13 1.58 

16533 -0.7 1.75 

176.66 +13 334 

119.73 -0 A 4.40 

159.85 -1.1 2.46 

8636 —03 2.19 

134.72 -1.1 438 

138.82 +03 3.44 


Norway (241.. 243.52 -13 22337 216.42 -13 1.56 24530 224/42 21 J 

Singapore (26) — 192.13 - 0.7 178.70 1B533 -0.7 1.75 193.40 178.50 1« 

South Africa (60) 20032 +03 184.70 176.66 +13 334 20038 18237 17* 

Spain (43) 146.06 + 03 13434 119.73 -03 4.40 14538 18238 12C 

Sweden (35) 17838 -0.7 162.40 159.85 -1.1 2.46 17737 18233 161 

Switzerland (62) 9234 -03 8433 8636 -03 2.19 9334 84.91 ft 

United Kingdom (307)..... 146.48 -1.9 134.72 134.72 -1.1 438 149.30 13636 13t 

USA (541) 138.82 +03 127.88 138.82 +03 3.44 138.10 12633 13? 

Europe (990) 138.91 -03 127.70 12431 -0 l3 331 13931 127,05 124 

Nordic (1811 - 19037 -0.1 17635 163.42 -0.7 1.91 19137 17438 164 

Pacific Basin (666) 143.42 -43 13131 136.73 -33 0.89 149.73 136.66 142 

Euro -Pacific (16561 141.95 -2.7 13035 13331 -2.3 1.93 14533 ' 133.09 13« 

North America (661) 139.01 +0.5 127.85 137.62 +03 3^43 13833 . 12635 137 

Europe Ex. UK (683). — 132.47 +0.8 121.83 11737 +0.2 2.70 13139 119.91 113 

Pacific Ex. Japan (21 1).-. 13031 +0.3 119.75 118.64 +03 434 129.85 11831 118 

World Ex. US (1849) ... 142.71 -23 131-29 13334 - 2.1 2.00 148.44 13334 138 

World Ex. UK (2083) 139.65 -1.5 128.44 135.48 -1.2 235 141.73 12936 137 

World Ex. So. Af. (2330).. 13937 -13 12834 135.07 -13 2.48 142.03 12933 138 

World Ex. Japan (1935)... 139.47 + 03 128.28 13331 +03 332 139.19 12733 139 

The World index (2390)- 140.24 -13 12838 135.35 - 1.2 2.48 14239 12935 137 

Copyright The Financial Times Limited. Goldman. Sacha & Co., and County NatWest Securities Limited. 1987 
Constituent change 20/3/90: Deletion: Aristech Chemical (US). Irish market closed March 19. 

Latest prices were unavailable for this edition.. 
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DOLLAR INDEX 

US 

Pound 

Local 



Year 

Dollar 

Sterling 

Currency 

ttOQ/90 

memo 


Index 

Index 

Index 

Hlflh 

Low 

(approx) 

139.31 

127.14 

12232 

16(141 

12838 

138.13 

279.77 

25533 

24631 

28533 

9234 

105^46 

14431 

13138 

125.44 

16032 

12538 

12937 

143.83 

13139 

122.73 ; 

154.17 

124.67 

133.00 

258.73 

238.13 

228.64 

28032 

166.35 

187.77 

142.09 

12937 

11930 

159.18 

118.63 

141.69 

162.71 

13937 

137.14 

15737 

112.57 

11331 

131.61 

120.11 

11534 

137.01 

7936 

8235 

118.48 

108.13 

118.82 

14033 

88.41 

128.62 

188.13 

171.69 

16833 

19837 

125.00 

142^ 

96.11 

87.72 

89.80 

102.11 

7437 

7933 

18134 

138.12 

146JU 

200.11 

144.47 

16332 

23431 

214.12 

245X6 

24532 

143 35 

159.09 

406.99 

371-43 

1174.74 

408.41 

15332 

188.87 

13930 

127.13 

12134 

145.66 

110.63 

115.16 

64.68 

59.03 

5837 

88.18 

6136 

69.12 

24530 

224.42 

21930 

24530 

13932 

167.71 

193.40 

178.50 

16833 

19938 

12437 

14536 

200.48 

18237 

17439 

26139 

11535 

14139 

14538 

13236 

12031 

169:75 

143.14 

14531 

17737 

18233 

161.67 

XKWi 

138-45 

1S636 

9334 

84.91 

86.98 

99.12 

67.81 

74.95 
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